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Each  copy  of  CIO  Web  Business 

takes  a  cross-functional  look 
at  leveraging  the  Web  to  add 
enterprise  value. 
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DB2  Universal  Database  delivers  superior 
performance  on  today  s  hottest  e-business 
platforms  from  Microsoft.  Sun,  and  IBM. 
Iry  it  free  at  www.ibm.eom/soltvvare/data. 


IBM,  the  e-business  logo,  DB2  and  DB2  Universal  Database  are  trademarks  ol  International  Business  Machines 
Corporation  in  the  United  States  and/or  other  countries.  Microsoft  and  Windows  NT  are  trademarks  of  Microsoft 
Corporation  in  the  United  States,  other  countries,  or  both,  UNIX  is  a  registered  trademark  in  the  United  Slates  and  other 
countries  licensed  exclusively  through  The  Open  Group.  Sun  is  a  trademark  of  Sun  Microsystems,  Inc  in  the  United 
States,  other  countries  or  both.  ©  1999  IBM  Corp.  All  rights  reserved. 


W.6.  Mason  CIO  Peter  Dupre  wrestled 
with  legacy  integration  challenges 


engeance  page 


OCTOBER  1,  1999 

194  PAGES  IN 
TWO  SECTIONS 


New  Clicks: 

Seas6ned  CIOs 
\  at  Web 
V\  Commerce 

ips 


f  /  v  vt  \  m 

l  LllLllGrL'GG:  W  LCLl  u.  V 


R/FSTRATEGIES 


\  r- 

v 

r-* 


Predict  The  Future, 

And  You  Can 
Change  The  World. 


With  NEUGENT5, 
You  Can  Do  Both. 


Introducing  software  that  can  emulate 
a  human  brain. 

It’s  true.  Neugents™  think  like  a 
human  —  only  faster. 

Neugents  compute  not  in  thou¬ 
sandths  of  a  second,  but  millionths. 
Without  emotion,  subjectivity,  or  bias. 

Neugents  can  analyze,  make 
decisions,  take  action.  They  can  process 
massive  amounts  of  chaotic  data  and 
instantly  identify  complex  patterns  and 
relationships.  Figuring  out  why  things 
happen,  and  more  importantly,  predict 
what  will  happen  next. 


Neugents  can  learn.  Using  a 
unique  self-learning  algorithm, 
Neugents  get  smarter  every  second, 
every  hour,  every  day. 

The  secret  is  Neural  Network 
Technology.  Computer  Associates  has 
taken  this  powerful  technology  and 
turned  it  into  a  patented  application 
that  goes  far  beyond  traditional  fore¬ 
casting  methods  and  rules-based 
applications. 

Neugents  can  tell  you  what  your 
sales  are  going  to  be  next  week,  next..,# 
month,  or  next  year.  They  can  tell  you 


before  your  next  product  fails  —  and 
why.  And  for  enterprise  management, 
Neugents  can  do  everything  from  warn 
you  before  a  server  goes  down  —  or 
tell  you  when  and  where  your  next 
security  breach  will  occur. 

With  virtually  every  aspect  of  your 
business,  INIeugents  can  accurately 
and  consistently  predict  the  future. 

And  when  you  can  predict  the 
future,  you  can  not  only  change  the 
future,  you  can  change  the  world. 

Call  1-877-Neugents  for  more 
information. 


NEUGENT5:  Software  That  Can  Think™ 

j  ■ 

(Computer 

Associates 

Software  superior  by  design. 


©1998  Computer  Associates  International,  Inc.,  Islandia,  NV  11788-7000.  All  product  names  referenced  herein  are  trademarks  of  their  respective  companies. 
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Online  retailing,  barnesandnoble. corn’s 


CABLE  &  WIRELESS 


barnesandnoble.com  is  one  of  the  largest  retailers 
on  the  Internet  -  with  millions  of  books,  music 
and  software  titles  available  online. 

In  order  for  barnesandnoble.com  to  stay  online 
without  putting  revenues  on  the  line,  the  company 
needs  an  exceptional  Web  hosting  solution.  A 
solution  that’s  reliable,  scalable  and  unquestionably 
global.  And  we’re  proud  to  say  Cable  &  Wireless 
provides  it. 

We  not  only  host  the  barnesandnoble.com  site, 
but  we  also  support  it  with  one  of  the  world’s 
most  technologically  advanced  backbones. 

This  gives  the  company  all  the  power  and  peace 
of  mind  it  needs  to  do  business  confidently 
on  the  Web. 

And  we  provide  the  same  service  for  three  of 
the  top  five  news  and  information  sites,  three 
of  the  top  five  marketing  sites  and  two  of  the 
top  five  shopping  sites  -  each  of  which  receives 
millions  of  hits  per  day. 

So  if  you  want  to  grow  your  business  on  the 
Web,  talk  to  Cable  &  Wireless. 

We  deliver  net  results. 

Cable  &  Wireless.  Web  hosting  with  backbone. 


Visit  us  at  www.cwusa.com 


VOL.  13  •  NO.  1  •  OCTOBER  1,  1  999  •  194  PAGES  IN  2  SECTIONS 
SECTION  2 


FEATURES 


E-COMMERCE  SPECIAL  SECTION 

3  8  Next  Stop,  El  Dorado 

INTRODUCTION  Make  sure  your  infrastructure  is  ready 
for  prime-time  commerce  performance.  By  Lew  McCreary 

40  It's  Not  Easy  Being  B2B 

UNDERSTANDING  THE  BASICS  Building  a  business-to- 
business  e-commerce  site  doesn’t  mean  simply  parking  a  Web 
server  in  the  data  center.  By  Sari  Kalin 

54  State  of  Change 

GOVERNMENT  PROCUREMENT  When  revolutionary 
procurement  theory  meets  the  realities  of  government- 
as-usual,  something’s  got  to  give.  By  Art  Jabnke 

66  The  Second  Time  Around 

C  A  R  E  F  R  S  If  anyone  knows  of  a  reason  why  seasoned 
CIOs  and  Web  startups  should  not  marry,  speak  now  or 
forever  hold  your  peace.  By  Sari  Kalin 

78  No  Free  Lunch 

INTERVIEW:  DAVID  SHL14K  This  technology  critic  talks 
about  the  price  we  pay  for  progress.  By  Megan  Santosus 

ON  THE  COVER 


a  good  supply  of  hard  work 

and  patience  is  required  for  B-to-B 

e-commerce  initiatives. 


Peter  Dupre  of 
W.B.  Mason 

Cover  photo  by 
Furnald  /Gray 


4  CIO  WEB  BUSINESS  •  SECTION  2  /  OCTOBER  1,  1999 


Starting  now,  when  you  use 
Reuters  Business  Briefing  or 
Dow  Jones  Interactive,  you’ll  get 
more  value  for  your  yen,  franc, 
pound,  dollar,  deutschemark,  lira, 
peso,  litas,  pataca,  kwacha,  ringgit, 
guilder,  guilde,  naira,  rial,  balboa, 
escudo,  zloty,  leu,  riyal,  euro,  tolar, 
rand,  peseta,  krona,  sucre,  markka, 
dinar,  uruguayo,  rupee,  shekel, 


The  two  most  valuable  business  news  and  information 
services  are  now  even  more  so.  That’s  because  if  you  use 
Dow  Jones  Interactive,  you  now  get  Reuters  news.  If  you 
Dow  Jones  use  Reuters  Business  Briefing,  you  now 

Interactive*  get  Dow  Jones  news.  At  no  additional 

cost.  It’s  just  the  first  step  in  the  creation  of  an  entirely  new 
business  information  service  that  will  ^3 

REUTERS 

more  Business  Briefing 

information,  or  to  subscribe  to  Dow  Jones  Interactive  or 
Reuters  Business  Briefing,  visit  www.bestofboth.com. 


change  the  way  you  work.  For 


www.bestofboth.com 


YOU  SPENT 
$2  MILLION  ON 
TH  E  LATEST 
IS/IT  SOLUTION. 

FIND  OUT  IF 
YOU'RE  FIRED. 
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You’re  shopping  on  the  Web.  You  have  a  question. 

You  need  help!  On  a  FaceTime-enabled  Web  site,  live 
human  help  is  one  click  away.  An  interactive  window 
pops  open  on  your  screen  and  a  real,  living  person  answers 
your  question,  finds  your  solution  and  even  shows  your 
browser  exactly  where  to  find  what  you  need.  Thanks 
to  us,  Mammoth  Golf’s  retail  Web  site  — 
www.mammothgolf.com  —  is  a  runaway  success. 

We’re  FaceTime  Communications,  the  leader  in 
bringing  the  human  touch  to  Web  customers.  If 
you’d  like  us  to  do  the  same  thing  for  your 


eCommerce  operation,  please  check  out  our  Web  site: 
www.facetime.net/ cio  1 .  Not  only  will  we  tell  you 
everything  you  need  to  know  about  who  we  are  and  how  we 
work,  but  we  can  have  you  up  and  running  —  and  your 
competition  shanking  balls  — within  72  hours.  More 
satisfied  customers  and  more  repeat  business  are  just 
a  click  away  ...  for  you. 

Oh,  yes.  Come  to  our  Web  site  and  we’ll  also 
register  you  to  enter  The  Great  Mammoth  Golf 
Giveaway.  So,  what  are  you  waiting  for? 

Christmas? 


www.  FaceTime  .net/ ciol 

Communications 

Click  Me,  I'm  Human™ 

©1999  focetime.  FoceTime  ond  "Click  me,  I'm  Humon"  pie  trodemorks  of  Focelime  Communicotions,  Inc.  All  other  trademarks  ore  acknowledged.  TRBA 


FaceTime  gives  our  Web  customers  instant 
messaging  with  a  live  human  being.  The 
ability  to  quickly  click  to  live  help  has 
dramatically  increased  sales  and  translated  into 
significant  repeat  business a 


» 


Jim  Thompson 
VP  Marketing 
Mammoth  Golf 


We'll  Have  You  Ready  For  The  Online  Christmas  Rush  In  72  Hrs.  We'll  Also  Register  You  For  The  Great  Golf  Giveawa 


HOME  PAGE 


Building  Out 


The  visionary  architects  of  the  earliest  corporate  net- 
works  used  to  say  that  once  the  backbone  pipe  had  been  built,  a  hith¬ 
erto  unimagined  richness  of  opportunities  would  soon  fill  it.  And  so  all 
those  curmudgeonly  bean-counter  types  demanding  strict  ROI  justifica¬ 
tions  should  just  pipe  down  (so  to  speak)  and  chill  out.  A  thousand 
flowers  would  eventually  bloom,  and  ROI  would  take  care  of  itself. 

This  is  the  time-tested  argument  in  favor  of  infrastructure  projects — 
without  an  adequate  infrastructure,  nothing  good  will  flourish.  If  everything 
has  to  be  done  as  a  so-called  point  solution,  infrastructure  is  thereby  created 
incoherently,  and  the  thrill  of  opportunism  is  lost. 

The  metaphors  that  fueled  the  railroad  era  (and  its 
neighbor  infrastructure,  the  telegraph  lines)  are  apt 
again  as  we  enter  the  era  of  e-commerce.  Whether 
you  view  it  as  the  root  structure,  the  vein  system,  the 
interstate  highways  or  the  electric  power  grid,  it  is 
what  businesses  are  beginning,  now  in  vast  numbers, 
to  create  for  themselves,  their  trading  partners  and 
their  customers.  Post-Y2K,  the  major  challenge  is  to 
build  out  an  infrastructure  suited  to  the  needs  of 
flexibility,  opportunism,  adhocracy,  the  forging  of 
fluid  allegiances  and  the  moment-to-moment 
reconsideration  of  last  month’s  business  model. 

This  is  as  true  of  the  information  infrastructure 
as  it  is  of  the  hard-wired  one.  I  met  recently  with 
some  people  from  a  Hillsboro,  Ore.,  company 
called  MedicaLogic.  The  company  has  been 
around  for  about  15  years,  and  for  most  of  that 
time  it  has  been  creating  an  impressively  large 
database  of  medical  records  built  through 
partnerships  with  large  physician  networks  and  hospitals.  Its  product  set  has 
traditionally  been  geared  toward  improving  physician  productivity  through 
the  electronic  update  and  management  of  patient  records. 

Recently,  the  company  has  taken  offerings  once  affordable  only  by  large 
institutions  and  scaled  them  down  to  meet  the  needs  of  small-office  physician 
practices.  As  it  happens,  this  scaled-back  product  is  offered  over  the  Internet 
through  a  monthly  subscription  (www.medicalogic.com).  And  now  that 
MedicaLogic  has  the  capability  to  serve  patient  records  securely  over  the 
Internet,  it  can  expand  its  cust  -ner  set  to  include  not  just  the  physicians  but 
individual  patients  themselves,  a  d  once  large  numbers  of  patients  are 
connected  to  their  medical  records,  hey  and  their  doctors  can  begin 
interacting  online,  doing  something  resembling  formal  telemedicine. 

MedicaLogic  is  just  one  example  of  t.  e  way  a  business  model  grows  and 
adapts.  Having  gone  from  serving  hospitais  and  health-care  networks,  the 
obvious  jewel  of  its  hard-won  information  asset  makes  this  adaptation  not  just 
possible  but  almost  inevitable.  In  all  of  your  diverse  businesses,  as  you  address 
the  complex  challenge  of  building  out  the  hard-wired  infrastructure,  you 
should  also  take  careful  inventory  of  your  business  information  and  consider 
the  opportunities  it  can  power  as  the  e-commerce  capability  builds  out. 
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Concerned  about  e-business  availability?  Let  us  be  your  guide. 

It  used  to  be  that  when  your  system  went  down,  only  internal  business  suffered.  But  with  the 
advent  of  the  Internet,  much  more  is  at  stake.  Now  you  have  customers  and  business  partners 
who  have  come  to  depend  on,  and  expect,  the  availability  of  information  24x7  —  and  if  you 
can’t  provide  it  for  them,  someone  else  will. 


For  over  18  years,  the  most  innovative  companies  in  the  world  have  trusted  BMC  Software  to 
help  them  ensure  application  availability.  They  understand  that  we  have  the  technical  expertise 
and  enterprise  know-how  to  turn  e-business  into  an  important  strategic  advantage. 


Whether  your  site  is  accessed  by  your  customers  and  business  partners  or  by  internal  employees, 
BMC  Software  can  provide  a  winning  e-business  management  strategy  and  solutions  that  meet 
your  needs. 


Your  users  expect  information  to  be  there  when  they  need  it.  Count  on  us  to  make  it  a  reality. 


8oo  408-4810  www.bmc.com/info 


<bmcsoftware 


Assuring  Business  Availability 


IN  MY  OPINION 


Plane  and  Simple 
Strategy 


E’VE  ALL  HEARD  ABOUT  THE  PROMISES  OF  TECHNOLOGY: 
that  it  will  simplify  our  lives,  help  us  do  our  jobs  quickly  and 
efficiently,  and  in  the  end  give  us  more  leisure  time  so  that  we 
can  relax  and  enjoy  what  the  world  has  to  offer.  Today,  how¬ 
ever,  many  of  us  are  still  working  12-  to  15-hour  days  and  car¬ 
rying  cell  phones,  pagers,  laptops  and  other  wireless  devices,  all  to  make  certain 
that  we’re  always  in  touch  and  connected.  The  latest  benefit  of  technology  is 
the  Internet.  We  now  have  access  to  virtually  all  the  information  in  the  world. 
The  problem  is  that  we  don’t  want — or  need — all  the  information  in  the  world. 

We  simply  want  the  information  that  will 
answer  our  questions,  increase  our  knowl¬ 
edge  or  help  us  make  better  decisions. 

The  airline  industry,  for  example,  is  one 
area  where  technology  is  abundant  but  not 
being  used  properly.  I  should  know:  I 
spend  about  one-third  of  my  time  travel¬ 
ing.  In  my  opinion,  the  quality  of  service 
on  the  airlines  has  deteriorated  even  as 
they  invest  more  and  more  dollars  in  infor¬ 
mation  systems.  They  use  computers  to 
maximize  yield  management  and  to  man¬ 
age  inventory,  load  levels  and  connection 
times.  They  do  this  to  increase  profits.  I’m 
not  against  increasing  profits,  but  the  air¬ 
lines  have  got  to  give  some  thought  to  the 
impact  on  their  customers  and  employees. 

Recently  I’ve  been  on  flights  with  tired  and  unhappy  crews  as  well  as  tired 
and  unhappy  passengers.  My  luggage  has  been  lost  by  American  more  times 
in  the  last  six  months  than  in  my  previous  30  years  of  flying.  The  baggage  ser¬ 
vice  people  are  overworked,  overwhelmed  and  don’t  have  the  proper  infor¬ 
mation  at  their  disposal  t  >  provide  comforting  answers  to  the  passengers. 

With  all  of  American’s  technology,  these  employees  can’t  tell  me  where  my 
bag  went  and  when  I’ll  get  it  ba^  >.  Assuming  passengers  have  checked  in  one 
hour  before  departure,  why  can’t  merican  scan  the  bar  codes  on  the  luggage 
tags  to  capture  the  destination  just  before  the  luggage  is  loaded  onto  the  plane? 

Today  the  airlines  are  enjoying  record  revenues  and  profits.  This  won’t  last 
forever.  My  advice  to  airline  managemen  is  to  form  worker-customer  com¬ 
mittees  to  help  determine  strategies  for  the  future  that  will  ensure  satisfaction 
of  all  parties  and  help  protect  the  future  of  the  enterprise.  Everyone  wants  to 
be  a  part  of  the  solution  rather  than  a  part  of  the  problem.  Happy  customers 
and  workers  are  the  keys  to  success. 

What’s  your  opinion? 

Joseph  L.  Levy 

President  and  CEO,  IDG  Communications  Inc. 
jlevy@idg.com 
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On  Our  Web  Site 

Read  It  Online 

The  complete,  full-text  versions  of 
the  articles  that  appear  here, 
including  links,  are  now  available  on 
the  CIO  Web  Business  home  page. 

webbusiness.cio.com 

Ask  the  Expert 

Have  a  question  about  knowledge  man¬ 
agement  strategies?  You  can  pose  it  to 
Wendi  Bukowitzand  Ruth  Williams, 
authors  of  The  Knowledge  Management 
Fieldbook  (National  Book  Network, 

1 999).  From  now  until  Oct.  31 ,  they  will 
be  available  at  asktheexpert@cio.com 
to  offer  insight  and  advice  on  knowl¬ 
edge  management  and  how  to  imple¬ 
ment  KM  within  geographically  dis¬ 
persed  organizations. 

Resource  Centers 

CIO's  Resource  Centers  provide 
IT  and  business  executives  with 
links  to  trends,  developments 
and  intelligence  on  how  to  use 
technology  for  competitive 
business  advantage. 
www.cio.com/forums 

How  to  Reach  Us 

E-mail:  letters@cio.com 
Phone:  508  872-0080 
Fax:  508  879-7784 

Address:  CIO  Communications  Inc., 

492  Old  Connecticut  Path,  P.0.  Box  9208, 
Framingham,  MA  01701-9208 

Web  Site:  www.cio.com 

Subscriber  Services:  800  788-4605; 

Fax:  508  879-7899; 

E-mail:  denisep@cio.com 

Reprints:  Reprints  are  available  by 
calling  RMS  at  71 7  399-1900,  Ext.  31 . 
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MERCURY  INTERACTIVE 

The  test  of  a  great  business. 


©199V  MERCURY  INTERACTIVE  CORPORATION  MERCURY  INTERACTIVE  IS  A  REGISTERED  TRADEMARK  AND  THE  MERCURY  INTERACTIVE  LOGO  IS  A  TRADEMARK  OF  MERCURY  INTERACTIVE  CORPORATION  PHOTO  C  LOIS  GREENFIELD.  1993 


Tou  know  your  e-business  will  run. 

How  can  you  make  it  soar7. 


TEST 

FOR  TOTAL 
PERFORMANCE. 

Comprehensive  application  testing 

is  the  key  to  delivering  maximum 

performance  in  your  mission- 

critical  e-business  applications. 

Today,  only  Mercury  Interactive 

provides  a  total,  end-to-end 

testing  solution  for  e-business  — 

the  power  to  identify  and  correct 

resource  constraints,  conflicts  and 

other  problems  throughout  your 

applications  and  their  operating 

environments.  Learn  how  a  strategic 

testing  initiative  can  help  your 

e-business  applications  achieve 

user  satisfaction,  increased 

functionality,  rapid  deployment 

and  maximum  scalability.  Visit  us 

at  www.merc-int.com 


BRIO 


SORIBE 


More  than  a  merger  of  companies. 
this  is  a  merger  of  industry  standards. 


Brio’s  business  intelligence  software  for  the  enterprise  is  an  acknowledged  standard,  as  are  SQRIBE’s 
enterprise  reporting  and  information  portal  software.  Now  Brio  and  SQRIBE  are  one. 

The  new  business  intelligence  standard.  Our  name  is  Brio.  Our  combined  offering  is  the  first  complete 
scaleable,  Web-based  business  intelligence  platform  for  deploying  decision  processing  applications 
throughout  your  enterprise.  Our  unmatched  range  of  technologies  includes  enterprise  reporting,  analytical 
reporting,  ad  hoc  query,  OLAP,  EIS,  analytical  applications  and  development  tools.  All  are  integrated 
with  our  decision  portal  to  provide  self-service  access  to  all  your  existing  information  assets  and  systems. 
The  net  result?  You  increase  the  business  value  of  your  enterprise  information  by  empowering  everyone 
in  your  enterprise  to  easily  access  and  utilize  the  information  they  need  to  make  better  business  decisions. 
One  URL  to  click  for  more  business  intelligence.  Successful  businesses  around  the  world,  including 
over  half  the  Fortune  500,  already  rely  on  Brio  business  intelligence  solutions.  Perhaps  you  should  too. 
To  raise  the  standard  of  intelligence  in  your  business,  visit  ours  at  www.brio.com  or  call  1-800379-2746. 


Brio 

Technology 


A  higher  form  of  hue ineoo  intelligence. 


Brio,  the  Brio  logo  and  SQRIBE  are  trademarks  of  Brio  Technology,  ©1999,  Brio  Technology.  All  rights  reserved. 


THREADS 


QUICK  HITS  AND  THE  BOTTOM  LINE  Edited  by  Art  Jahnke 


Last  Words 

Get  ready  to  ride  the  new  wave  of  the  big  kahuna  of  language  as  the 
Oxford  English  Dictionary  ( OED )  prepares  to  go  online  in  March  2000.  Since  1992 
all  20  volumes  of  the  OED  have  been  available  on  CD-ROM,  a  smarter  way  to  ref¬ 
erence  the  relatively  new  second  edition  (published  in  1989)  than  with  weight  training,  a 
step  ladder  and  a  magnifying  glass.  Now  the  goal  is  to  get  the  last  word  in  words  expanded 
to  include  more  than  1,000  new  and  revised  entries  every  quarter.  Lexicographers  at 
Oxford  University  Press  don’t  expect  to  finish  the  mammoth  $55  million  project  to  revise 
the  OED  until  2010,  what  with  the  business  world’s  obsession  for  creating  single-use 
words  and  phrases  such  as  ROI  or  data  warehousing,  not  to  mention  the  entire  language 
that  has  arisen  around  the  Internet  (you  won’t  find  “chat  room”  in  the  OED  first  edition, 
we’d  bet). 

Taking  that  into  consideration,  the  editors  currently  have  issued  an  appeal  for  dictionary 
submissions  on  the  Internet,  which  can  be  made  at  www.oed.com/readers/  submitform. 
htm.  The  site  also  features  words  that  are  currently  under  consideration  for  inclusion,  so 

one  can  avoid  duplication  or  help  the  OED 
elves  document  a  word.  So,  even  if  you  do 
submit  D’oh  as  a  common-use  exclamation 
of  surprise  or  regret  upon  realizing  a  mistake, 
you’ll  have  to  back  it  up  with  precisely  cited 
quotes  and  references  made  from  multiple 
sources  in  print.  Words  that  have  been  over¬ 
heard  or  are  a  part  of  speech  but  have  not 
been  used  in  an  article  or  book  or  some  other 
form  of  print  will  not  be  accepted.  You  will 
have  to  track  down  the  first  usage  and  the 
exact  shades  of  meaning  and  make  a  good 
case  for  inclusion. 

Wondering  when  you’ll  know  if  D’oh  has 
passed  muster?  Well,  you’ll  have  to  wait  until 
March  2000  to  find  out.  Not  many  would 
argue  with  the  fact  that  having  your  word 
included  in  the  Oxford  English  Dictionary  is 
reward  enough.  But,  commemorative  magni¬ 
fying  glasses  on  a  gold  chain  would  be  nice.... 

-Stacy  Hague 


The  Lost  Navigator 

Percent  of  browser  market  controlled  by 


Microsoft 

Corp.'s  Internet 
Explorer 


Netscape 

Communications 
Corp.'s  Navigator 


SOURCE:  WEBSIDESTORY  INC. 
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//seamless  e-commerce/ instant  information /vast  new  business  opportunities 


/  thousands  of  companies/millions  of  people /digitally  connected /buying 


/selling  /  collaborating  /  communicating  /  instantly  /  bright  future  ahead 


SAP1M  is  proud  to  deliver  the  first  true,  virtual 
city.  A  city  built  on  seamless  information. 
A  bold,  new  collaborative  marketplace 
of  more  than  10,000  companies  and 
millions  of  people.  A  place  where  you 
and  your  business  are  digitally  linked 
to  your  customers... your  suppliers... your 
partners... the  world.  Instantly. 

It's  a  place  where  e-commerce  has  been 
simplified.  Where  companies  of  all  sizes 
can  conduct  one-step  business.  And  the  only 
way  to  get  there  is  through  my  SAP.  com? 

mySAP.com  lets  you  harness  the  power  of 
the  Web  to  work  smarter,  better  and  faster. 
Optimize  your  supply  chain.  Manage 
strategic  relationships.  Increase  productivity 
and  shareholder  value.  Shorten  time  to 
market.  Capture  virtual  information  in  real 
time.  It's  all  made  possible  -  and  made 
easier  -  with  mySAP.com. 

It's  hard  to  believe  there's  a  place  where 
the  world  shrinks  to  fit  whatever  you  want 
and  expands  to  be  whatever  you  need. 
But  it  really  does  exist.  And  it's  right  here 
waiting  for  you. 

If  you've  got  a  business,  we've  got  a  city; 
the  City  of  e™ 
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Welcome  to 


the  City  of  6. 


Visit  the  City  of  e  at  mySAP.com  and  discover 
a  collaborative  business  environment  that 
provides  you  with  personalized  solutions 
on  demand. 

A  city  of  empowerment  /  With  mySAP.com, 
your  personalized  workplace  is  tailored 
specifically  to  your  job.  So  the  information 
you  need  is  instantly  available  and  organized 
to  make  tasks  simpler.  Whether  the  software 
and  services  you  use  are  on  your  corporate 
intranet  or  on  the  Internet,  they'll  be  integrated 
in  one  place. 

A  city  of  solutions  on  demand  /  mySAP.com 
provides  Web  access  to  a  wide  range  of 
proven  end-to-end  business  solutions.  Which 
means  that  your  company  and  employees 
are  equipped  with  tools  that  meet  their 
precise  needs.  From  solutions  designed 
for  specific  business  functions  like  buying 
and  selling  to  distinct  solutions  tailored  to 
nineteen  different  industries,  the  software 
you  need  is  at  your  fingertips. 

A  city  of  collaboration  /  mySAP.com  is 
your  portal  to  an  unprecedented  business 
marketplace.  With  more  than  10,000 
companies  linked  together  seamlessly  over 
the  Web,  it's  changing  how  people  work 
together.  Now,  your  purchase  order  becomes 
your  supplier's  sales  order  and  even  your 
invoice,  all  in  one  step.  Business  is  suddenly 
easier,  and  your  choice  of  partners  is  wider 
than  ever  before. 

The  City  of  e  is  open  for  business.  Come  see 
it  for  yourself  at  mySAP.com. 

m  gj^Tcom 


There's  a  never-before  place  on  the  Internet  where  business 
happens  in  wonderful,  new  ways  and  the  possibilities 
are  endless.  It's  called  the  City  of  e.  For  more  information, 
visit  mySAP.com  or  call  1-800-283-1  SAP. 


SAP,  City  of  e,  mySAP.com,  their  respective  logos  and  all  other  SAP  products  and/or  service 
names  herein  are  trademarks  or  registered  trademarks  of  SAP  AG.  ©1999  SAP  AG. 


Enterprise  Value  Retreat  Awards  Ceremony 


The  information  technology  environment  is  opportunities  created  by  these  new  technologi- 

dramatically  changing  its  structure.  The  Internet,  cal  enhancements.  Led  by  Harvard  Business 
intranet,  extranets  and  e-commerce  have  creat-  School  Professor  F.  Warren  McFarlan,  senior 
ed  new  ways  for  enterprises  I  IT  practitioners,  business 

and  individuals  to  communicate  The  Enterprise  Value  executives  and  technology 

Retreat  is  a  must  for 

with  each  other,  leading  to  company  executives  will  partic- 

any  CIO  who  is 

radically  different  channels  of  .  .  .  .  .  ipate  in  interactive  lectures  and 

1  {  serious  about  his  or  M 

distribution  and  asset  allocation.  her  job  and  company."  case  study  discussions. 

The  CIO  Enterprise  Value  I _ 1  For  more  information, 

Retreat  2000  will  explore  how  companies  have  please  call  800  355-0246  or  visit  our  Web  site  at 


PARTNERS 

ABT 

Acxiom 

AT&T  Solutions 

Comdisco 

Compaq 

Computer  Associates 
Data  General 
E.piptiany 

GTE  Communications 
Hummingbird  Communications 
Inacom 

Nortel  Networks 
Novell 

PricewaterhouseCoopers 

Tivoli 

The  Enterprise  Value  Retreat 
and  Awards  Ceremony  Is  Proudly 
Underwritten  by  AT&T  Solutions 


added  value  by  leveraging  the  enormous 


www.  cio.  com/conferences. 


—AT&T  Solutions 


January  30  -  February  2,  2000  •  Westin  La  Paloma  •  Tuscon,  AZ  •  800  355-0246  •  www.cio.com/conferences 


THREADS 


A  Banner  Year 

By  2004,  spending  for  online  advertising 
will  reach  in  the  United  States, 

up  from  $2.8  billion  today 


in  the  rest  of  the 
world,  up  from  $502  million  today. 


By  2004,  the  Internet  will  siphon 
a  total  of  or  10  per¬ 

cent  of  all  U.S.  ad  spending,  away  from 
traditional  media. 


direct  mail. 


newspapers  and 


SOURCE:  "INTERNET  ADVERTISING  SKYROCKETS,"  FORRESTER 
RESEARCH  INC. 


Just  Put  It  on  My  Check 

It  started  with  a  can  of  soda.  Or,  more  accurately,  the  lack  of  one. 

Jamie  Spriggs  was  working  late  one  night  at  RewardsPlus  of 
America  Corp.,  a  company  that  provides  Web-based  benefits  packages 
to  large  organizations.  Spriggs,  a  CIO  at  the  Baltimore-based  com¬ 
pany,  wanted  a  Coke  but  didn't  have  change  for  the  office  vending 
machine. 

Frustrated,  he  created  a  computer  program  that  would  let  him  buy 
sodas  via  payroll  deduction.  Now  all  RewardsPlus  employees  can  go 
online,  enter  an  ID  code  and  have  snack  or  beverage  purchases 
deducted  from  their  paychecks. 

At  the  time  of  Spriggs'  brainstorm,  RewardsPlus  ( www.rewardsplus . 
com)  was  already  marketing  a  Web-based  payroll-deduction  system 
for  traditional  employee  benefits  such  as  medical  insurance.  But  the 
virtual-vending  machine  experience  got  Spriggs  thinking:  "It  made 
me  realize  that  with  a  minor  amount  of  flexibility,  we  could  deliver 
almost  anything  through  our  e-commerce  platform." 

Now  RewardsPlus  has  developed  ChoiceRewards,  a  system  allowing 
companies  to  offer  a  range  of  optional,  and  decidedly  nontraditional, 
benefits.  Employees  can  use  payroll  deductions  to  cover  cable,  tele¬ 
phone  and  credit  card  bills,  mortgage  and  loan  payments,  computer 
and  software  purchases,  home-security  systems,  legal  services,  road¬ 
side  assistance  and  Internet  access.  Some  companies  even  offer  pet 
insurance.  Woof.  -Anne  Stuart 


Sound  Advice 

Babe  ruth’s  farewell 
speech.  News  broadcasts 
announcing  the  bombing  of 
Pearl  Harbor.  The  Rev.  Dr.  Martin 
Luther  King  Jr.  telling  the  world,  “I 
have  a  dream.”  Those  famous  audio 
clips,  along  with  thousands  of  other 
historic  voice  recordings,  will  soon 
be  available  online. 

Michigan  State  University  has 
begun  creating  the  National  Gallery 
of  the  Spoken  Word  ( www.ngsw . 
org ),  a  free  Web-based  audio  library. 
The  East  Lansing,  Mich. -based 
school  received  a  $3.6  million 
National  Science  Foundation  grant 
to  digitize  recordings  from  its  own 
collection  and  those  of  other 
colleges,  libraries  and  historical 
societies. 

By  2004,  the  searchable  gallery 
expects  to  house  more  than  50,000 
hours  of  audio.  And  that’s  just  for 


starters.  As  Project  Director  Mark 
Kornbluh,  an  MSU  history  profes¬ 
sor,  puts  it:  “We  hope  we’re  never 
done.” 

The  site,  designed  for  students, 
researchers,  broadcasters  and  web¬ 
masters,  will  feature  famous  20th- 
century  voices  such  as  Florence 
Nightingale,  Franklin  D.  Roosevelt, 
Thomas  Edison  and  John  Glenn.  It 
will  also  contain  speeches,  news 
broadcasts,  oral  histories,  court 
arguments  and  other  recorded  infor¬ 
mation.  But  the  gallery  will  preserve 


little-known  voices  as  well.  Among 
them:  Chicago  residents  sharing 
their  neighborhoods’  history  and 
Native  American  quilters  telling 
traditional  stories. 

Researchers  say  the  project  will 
allow  them  to  develop  the  first  tech¬ 
nology  for  searching  large-scale 
audio  databases  and  new  techniques 
for  salvaging  sound  clips  damaged 
by  distortion,  background  noise  and 
deterioration.  Ultimately,  they  hope 
the  gallery  will  set  the  standards  for 
sound  on  the  Web.  -Anne  Stuart 
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For  Your  Web  Site... 


Yellow  Pages 

White  Pages 

Directory 

Directory 
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Click  Here 
:■  is  Get  a 

Jump  Start! 


Hewi  • 

•  Sporfi  •  Stock  duo 

3BI 

orouope 

Products 
&  services 


Message 

Board 


Trade  Shows 

Search  by  City,  Search  by  Industry. 
Search  by  Month,  Search  by  interests 


Yellow  Pages 

Search  by  Business  Name,  Search  by  Business 
Category,  Reverse  Lookup  by  Phone  Number 

Job  Openings 

Search  by  Industry,  Search  by  City 


Entertainment 

Movies,  Live  Productions,  Music, 
Sports,  Video  Releases 


White  Pages 

Search  by  Person’s  Name, 

Reverse  Lookup  by  Phone  Number 

Online  Bargains 

Airline  Tickets,  Online  Auction,  Coupons, 


Frankly,  info  USA  wrote  the  book  on  white  pages  and  yellow  pages.  We  have 
been  compiling  databases  on  people  and  businesses  for  over  27  years.  Our 
databases  of  195  million  consumers  and  over  1 1  million  businesses  are  the 
finest  in  the  country. 

We  are  the  standard  for  the  industry.  Just  about  every  web  site  offers  our 
database  on  their  web  site.  For  example,  Yahoo  (www.yahoo.com),  Microsoft 
(www.microsoft.com).  Network  Solutions  (www.networksolutions.com),  GTE 
SuperPages  (www.superpages.com),  InfoSpace  (www.infospace.com),  America 
Online  (www.aol.com),  Lycos  (www.lycos.com),  Zip2  (www.zip2.com), 
excite  (www.excite.com)  and  thousands  more! 

When  you  go  to  their  web  site  to  search  for  people  and  businesses  you  are 
accessing  our  database. 

Now  j/i/oUSA.eom  is  offering  free  white  page  and  yellow  page  directories  for 
your  web  site.  If  you’re  creating  a  web  site,  a  destination  site,  a  general  portal  or 
an  Intranet,  you  need  white  and  yellow  pages  so  your  customers,  your  members 
and  your  employees  can  look  up  information  and  save  hundreds  of  thousands  of 
dollars  in  directory  assistance  charges.  We  can  offer  this  service  to  you  absolutely 
free.  It’s  easy.  Just  show  a  (white  page),(yellow  page),  or  (people  finder)  icon  on 
your  web  site,  and  we  will  connect  it  to  your  own  private-label  web  site  on  our 
server.  Your  customers  will  not  even  know  they  have  left  your  web  site.  In  a 


fraction  of  a  second  they’ll  be  searching  the  world’s  best  database  of  people  and 
businesses. 

Since  we  are  the  originators  of  the  data,  the  database  will  be  updated  every  day. 
It  will  be  the  most  current  information  available.  Not  only  that,  we  will  be 
offering  pictures  and  videos  of  businesses  so  your  customers  can  see  the 
business  in  living  color.  And  guess  what,  it’s  absolutely  FREE! 

So  if  you  would  like  to  get  started  offering  white  or  yellow  pages  on  your 
web  site  or  Intranet,  call: 

Bill  ChaSSe,  president  of  /n/oUSA.com’s  Internet  License  Division, 

at  408-746-0603. 

info\JS\com 

An  m/oUSA  Inc.  Company 

Nasdaq  Symbols:  IUSAA  &  IUSAB 

913  West  El  Camino  Real  •  Sunnyvale,  CA  94087 
Phone:  (408)  746-0603  •  Pax:  (408)  746-2700 
E-mail:  bill.chasse@infousa.com 

Internet:  www.infoUSA.com 
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SO  I'M  ONLINE  WITH  MY  BROKER,  AND 

MAKES  GLOW- IN -THE -DARK 

ANYWAY,  I  NEED  TO  MAKE  A 

THE  MARKET’S  ABOUT 

IT’S  TIME  FOR  MY  NAP.  SO 


HE  LINKS  ME  TO  THIS  COMPANY  THAT 

BICYCLE  SPOKES.  NEAT,  HUH? 

TRADE  QUICK  BECAUSE  ONE, 

TO  CLOSE,  AND  TWO, 

I  GO  IN  FOR  500  SHARES, 

MORNING  MY  BROKER  CALLS  ME  UP,  AND  GUESS  WHAT? 

I’M  RICH! 


HE'S  YOUR  CUSTOMER.  HOW  DOES  HE  FEEL,  WHAT  WILL  HE  DO?  THAT’S  UP  TO  YOU...  AND  ASPECT. 

It  could  be  a  phone  call.  An  e-mail.  Maybe  it's  a  Web  order.  The  point  is,  however  your  customers 
choose  to  contact  you,  it’s  your  job  to  provide  them  with  a  consistently  positive  experience. 
That's  where  Aspect  leads  the  way.  The  Aspect  Customer  Relationship  Portal  is  an  open, 
reliable,  cost-effective  way  to  integrate  multiple  means  of  communication  while  linking 
yourcontact  centertothe  rest  of  your  business.  So  now, you  can  communicate  with  each 
of  your  customers  in  a  consistent  manner.  You  can  meet  their  expectations,  and  define 
their  experience.  But  most  importantly,  you  can  build  a  relationship  they  can  always 
count  on.  Even  if  they  do  have  to  get  permission  first. 

Call  1-800-381-9898,  ext.  62,  or  visit  www.aspect.com/ci  for  your  FREE  booklet  Defining  the 
Customer  Experience. 


Defining  the  Customer  Experience™ 


HI  ASPECT 
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e-shock 
The  Electronic 
Shopping 
Revolution:  Strategies  for 
Retailers  and  Manufacturers 
Michael  de  Kare-Silver 
Amacom,  1999,  $29.95 

FOR  an  EXECUTIVE  developing  the 
delivery  of  his  or  her  company’s 
products  and  services  on  the  Internet, 
Michael  de  Kare-Silver  offers  more  than 
just  insight  into  the  e-commerce  playing 
field — he  provides  instruction  on  how  to 
make  smart  decisions  in  a  virtual  world. 

The  author  begins  by  running  us 
through  a  multitude  of  demographics  on 
Internet  users,  the  growth  of  the  Internet 
economy  and  predictions  of  online  growth 
in  the  coming  years. 

The  real  crux  of  the  book  explains  the 
three-step  electronic  shopping  test,  or  “ES 
Test.”  This  strategic  tool  reveals  whether  a 
product  or  service  is  successfully  suited  for 
online  retail  business.  The  first  step  ana¬ 
lyzes  product  characteristics  that  trigger 
one’s  natural  senses:  sight,  sound,  smell, 
taste  and  touch.  How  reliant  a  product  or 
service  is  on  one  or  all  of  these  biological 
senses,  determines  how  the  product  will 
appeal  to  a  buyer  online.  The  second  step 
grades  how  a  product  or  service  will  fall 
into  a  familiarity  and  confidence  level. 
“Consumer  familiarity  and  confidence  is 
especially  high  where  there  is  a  strong 
brand  name  on  the  product  that  has  a  rep¬ 
utation  for  reliability  and  trust,”  de  Kare- 
Silver  writes.  The  last  step  zeros  in  on  the 
buying  habits  of  the  consumer.  With  this 
information  in  hand,  the  author  goes  on  to 
describe  10  online  options  for  retailers  and 
manufacturers.  De  Kare-Silver  provides 
examples  from  established  retail  stores 
such  as  Marks  &  Spencer,  Wal-Mart 
Stores  Inc.  and  Levi  Strauss  &  Co.,  along 
with  online  ventures  such  as  Direct  Line 
and  America  Online  Inc. 

-Lynne  Zouranjian 


Going,  Going,  Gone  to  B-to-B 

IN  1998,  AUCTIONS  ACCOUNTED  FOR  10  PERCENT  OF  ALL 
Internet  commerce.  That  figure,  according  to  Lorrester  Research 
Inc.,  will  climb  to  29  percent  by  2002.  The  proliferation  of 
consumer  auctions  has  been  fueled  by  eBay  Inc.’s  stock  surge, 
the  entrance  of  Amazon.com  Inc. 
into  the  market  and  the  general 
playfulness  with  which  people 
regard  these  sites. 

But  the  statistics  show  that  the 
consumer  space  is  not  where  the 
auctions  are  going.  Lorrester  pre¬ 
dicts  that  business-to-business 
auctions — where  CIOs  and  pur¬ 
chasing  agents  tap  into  inventory 
for  fair  market  value — will  soon 
dwarf  the  size  of  consumer  auctions 
by  tens  of  billions  of  dollars.  These 
statistics  are  consistent  with  overall 
e-commerce  trends,  which  show 
business-to-business  auctions  grow¬ 
ing  at  10  times  the  velocity  of  busi- 
ness-to-consumer  auctions  over  the 
next  three  years,  according  to 
Deloitte  &  Touche  LLR 

Several  factors  are  contributing 
to  this  trend:  USBid  Inc.,  an  auction 
site  for  the  electronics  industry, 
reports  an  average  transaction  of 
$10,000  on  its  site  as  compared 
with  $40  to  $50  average  transaction 

sizes  on  the  consumer  sites.  The  larger  companies  that  such  business- 
to-business  auctions  focus  on  all  have  very  sophisticated  credit, 
invoicing  and  payment  methodologies  established  with  each  other, 
virtually  eliminating  the  risks  and  uncertainties  that  surround  the 
consumer-to-consumer  auctions.  And  unlike  the  “garage  sale”  envi¬ 
ronment  of  consumer  auctions  with  used  products  of  questionable 
quality,  business-to-business  online  auctions  typically  deal  with 
brand-new  products  direct  from  the  factory  with  a  warranty 
attached.  What  a  deal.  -Elaine  Cummings 


i 


Small  Favors  A  study  by  the  Small 

Business  Banking  Group  of  Bank  One  Corp.  indicates 
that  half  of  all  small  businesses,  defined  here  as  those 
businesses  with  10  or  fewer  employees,  have  Internet 
access,  and  about  20  percent  have  their  own  Web  sites.  When 
asked  how  well  their  Web  sites  compare  with  other  means  of 
marketing,  business  owners  believe  that  only  word-of-mouth 
and  newspapers  work  better.  Direct  mail,  radio  and  television 
ads,  and  telemarketing  were  all  deemed  less  effective. 
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Sharp  Electronics  Increased 
Delivery  Speed  by  33%  in  Just  60  Days, 
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(They  can  thank  us  later 
when  they're  not  so  busy.) 


€  1999  Attachmate  Corporation.  All  Rights  Reserved.  Attachmate  is  a  registered  trademark  and  e-Vantage  and 
The  Advantage  of  Information  are  trademarks  of  Attachmate  Corporation.  9-0270 


Another  Attachmate® 
Web-to-Host  Success  Story. 

When  Sharp  Electronic  (Europe)  GmbH 
wanted  to  cut  administrative  costs 
and  streamline  customer  orders, 
they  turned  to  Attachmate.  Sharp 
knew  our  Business  Solutions  con¬ 
sulting  group  could  rapidly  develop 
and  deploy  an  e-business  application 
that  would  speed  up  delivery  and  cut 
costs.  Using  our  e-Vantage  technol¬ 
ogy,  a  solution  was  created  that 
accesses  host  data  to  maximize  effi¬ 
ciency  and  profitability.  Find  out  why 
four  out  of  five  Fortune  500  compa¬ 
nies  and  over  10  million  users 
worldwide  rely  on  Attachmate. 
Please  call  us  at  1-800-933-6793 
(ext  4197)  or  visit  us  on  the  web  at 
www.attachmate.com/ad/cio.asp 

for  a  free  copy  of 
Attachmate's 
Web-to-Host 
Success  Profiles 
booklet. 


Attachmate, 

The  Advantage  of  Information « 
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Consumer  Buy  In 

What  does  it  take  to  persuade  consumers 
to  buy  online? 

Market  researcher  NFO  Worldwide 
put  that  question  to  1,944  Web  users 
who  had  not  made  an  online  purchase. 

•  69  percent  wanted  assurance  that  their  privacy 
would  be  protected. 

•  65  percent  wanted  price  discounts. 

•  28  percent  wanted  the  ability  to  return  their 
products  to  a  brick-and-mortar  store. 


A  Penny  Saved 

E-commerce  can  mean  savings— 
not  just  sales.  Giga  Information 
Group  estimates  that  e-com¬ 
merce  initiatives,  including 
Internet  sites,  extranets 
and  combined 
intra  nets/ extra  nets, 
saved  U.S.  busi¬ 
nesses  more  than 
$15  billion  last 
year  and  could  save 
them  as  much  as  $600 
billion  by  2002.  Giga  predicts 
companies  will  see  reduced  or 
avoided  costs  in  areas  such  as 
order  handling,  marketing  com¬ 
munications,  supply  chain  man¬ 
agement  and  procurement.  And 
since  the  profit  margin  on  sav¬ 
ings  is  fatter  than  the  profit 
margin  on  sales,  Giga  expects 
e-commerce  savings  to  pack  a 
far  greater  bottom-line  boost 
than  e-commerce  sales. 


Born  to  be  Wired 

They’re  young,  they’re  online,  and  they’re 
ready  to  spend  a  bundle  of  money. 

That’s  the  conclusion  from  a  Forrester  Research  Inc. 
study  of  16-  to  22-year-old  consumers.  About  half  the  peo¬ 
ple  in  that  age  group — more  than  12.4  million  consumers — 
already  use  the  Internet,  according  to  the  Cambridge, 

Mass. -based  research  group.  By  2003,  nearly  two-thirds 
will  be  online. 

The  “Net-powered  generation”  controls 
$37  billion  in  personal  income  and  influences 
an  additional  $62  billion  in  adult  spending, 

Forrester  says.  Not  surprisingly,  about 
40  percent  of  those  surveyed  have  already 
shopped  online. 

Young  consumers  approach  the  Web  instinc¬ 
tively,  seamlessly  integrating  it  into  their  lives  in  much  the 
same  way  their  parents  and  grandparents  did  with  cars  and 
television.  As  report  author  James  McQuivey,  a  Forrester 
senior  analyst,  puts  it:  “Young  adults  don’t  adopt  the  Net; 
they  internalize  it.” 

As  a  result,  the  Net-powered  generation  is  generating  a 
whole  new  set  of  consumer  behaviors.  Businesses  should 
prepare  for  customers  who  demand  comprehensive,  accu¬ 
rate  information,  plenty  of  choices,  competitive  prices  and 
no-strings  giveaways. 

Having  been  raised  on  e-mail,  young  consumers  don’t 
necessarily  need  face-to-face  customer  service.  But  they  do 
view  personal  data  as  valuable.  If  marketers  want  infor¬ 
mation  about  their  behaviors  or  attitudes,  they  must  offer 
something  worthwhile  in  exchange. 

Forrester  surveyed  nearly  8,500  high  school  and  college 
students  from  throughout  the  United  States  and  Canada  in 
May  1999.  For  more  information,  visit  www.forrester.com. 

-Anne  Stuart 


Stay  Tuned 

Interactive  TV  is  inevitable 


By  2004,  interactive  television  will  generate 

•  $11  billion  in  advertising 

•  $7  billion  in  commerce 

•  $2  billion  in  subscriptions 

By  2004,  electronic  TV  program  guides  will 

•  Reach  55  million  homes 

•  Generate  $3.2  billion  in 
advertising 

By  2004,  TV-based  Web  browsing  will 

•  Reach  13  million  homes 

•  Generate  $5  billion  in  revenues  from 
subscriptions,  ads  and  commerce 

SOURCE:  "INTERACTIVE  TV  CASH  FLOWS,"  FORRESTER  RESEARCH  INC. 
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EXTRANET 


Aventair 


Where  E-Business  Begins 


Yes,  extranets  are  all  we  do. 

Our  focus  is  on  enabling  companies 
to  work  together  amid  the  chaos  of 
e-business.  We  help  you  conduct 
business-to-business  commerce  and 
collaboration  by  replacing  risk  and  panic 
with  order  and  profitability.  A  competitive 
extranet  means  absolute  control  at 
massive  scale  so  you  can  go  to  market  with  a 
legion  of  customers  and  partners  at  your  side. 
That’s  e-business  confidence.  That’s  Aventail. 

To  find  out  more  about  our  low-risk,  high- 
value  extranet  software  and  service,  visit 
Aventail’s  Web  site  at  www.aventail.com/pureplay, 
call  1-877-AVENTAIL  (283-6824),  or  send  email  to 
extranet@aventail.com. 


©  1999  Aventail  Corporation.  All  rights  reserved.  Aventail  is  a  registered  trademark  of  Aventail  Corporation. 
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VIRTUAL  BUSINESS,  REAL  RESULTS 


Mouse-Click  Mortgages 

By  lending  online s  E-Loan  eases  the  pain — and  cost — 
of  financing  a  home 


BY  CONSTANTINE  VON  HOFFMAN 


VEN  BY  INTERNET  STANDARDS,  THE  ONLINE 
mortgage  industry  has  set  new  speed  records, 
going  from  zero  in  1995  to  $4.2  billion  three  years 
later.  In  1998  alone,  online  mortgage  originations 
increased  tenfold,  from  $80  million  monthly  in 
January  to  $800  million  monthly  in  December, 
according  to  a  Deutsche  Bank  Securities  Inc. 
report.  And  even  with  those  impressive  statistics, 
there’s  still  plenty  of  room  to  grow:  Online  mortgages  accounted 
for  less  than  1  percent  of  the  $1.5  trillion  in  such  loans  originated 
in  the  United  States  last  year. 

What’s  boosting  the  online  end  of  the  business?  Beyond  the 
Web’s  own  light-speed  evolution,  borrowers  and  lenders  alike 
find  that  they  can  save  time  and  reduce  stress  by  doing  the  bulk 
of  their  work  on  the  Web.  “We  absolutely 
loved  how  straightforward  and  easy  it 
was,”  says  Milwaukee  resident  Daniel 
Goyette,  who  has  gotten  two  mortgages 
through  E-Loan  Inc.  (www.eloan.com),  a 
leading  online  lender  based  in  Dublin, 

Calif.  “When  you  go  through  the  regular 
process — we’ve  done  that  many  times 
before  over  the  years — it  just  takes  so 
much  longer  and  is  much  more  painful.” 

As  anybody  who  has  ever  applied  for 
a  mortgage  knows,  it  can  rank  among 
life’s  most  nerve-wracking  experiences. 

Typically,  would-be  buyers  must  fill  out 
lengthy  applications,  providing  reams  of 
financial  and  credit  information  that  may 
require  several  trips  to  the  bank.  After 
that,  they  may  wait  weeks  as  their  ap¬ 
plications  grind  their  way 
through  the  system 
In  contrast,  E- 
Loan  and  other 
mortgage  providers 
let  applicants  fill  out  paperwork 
online,  allowing  the  lender  to  access 
credit  records  and  other  financial  infor¬ 


mation  quickly  enough  to  provide  pre¬ 
liminary  approval  with  a  personal 
phone  call  as  well  as  by  e-mail  within 
24  hours.  The  process  saves  money  too: 
E-Loan  claims  to  cut  transaction  costs 
by  up  to  50  percent. 

E-Loan  founders  Chris  Larsen  and 
Janina  Pawlowski  understand  both  the 
traditional  and  the  virtual  mortgage- 
application  methods.  In  1992,  the  two 
opened  a  brokerage  in  Palo  Alto,  Calif. 
But  they  quickly  grew  dissatisfied 
with  the  standard  brokerage  model. 
Traditionally,  brokers  reap  the  biggest 
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Irving  Size  1/2  cup -O' 
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What’s  Ben  &  Jerry’s 
secret  ingredient  for 
handling  over 
20,000  web  inquiries 
per  month? 
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Fiber 
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The  answers  are  yours,  FREE. 

Visit  www.rightnowtech.com/whitepaper 

and  download  this  FREE  guide 
to  e-service  on  the  Web. 


Over  350  of  the  world’s  leading  companies  have  chosen  e-service  solutions  from 
Right  Now  Technologies.  Learn  how  this  technology  has  helped  enhance  customer 
satisfaction  while  actually  lowering  the  cost  of  customer  support.  Great  customer  service 
on  the  web  is  now  easy,  effective  and  affordable.  See  for  yourself.  FREE.  Download  our 
white  paper  “The  Insider’s  Guide  to  Customer  Service  on  the  Web,”  or  call  1-888-858-1847. 


RIGHT  NOW  TECHNOLOGIES,  INC 

The  Right  E-Service  Solutions 


3503 
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commissions  by  convincing  borrowers 
to  accept  the  highest  possible  interest 
rate — a  formula  that  doesn’t  necessarily 
result  in  superior  customer  service. 

Larsen  and  Pawlowski  soon  saw  that 
the  Internet  could  be  just  the  thing  for 
sidestepping  loan  agents  and  their  fees. 
So  in  1996  they  went  virtual,  transform¬ 
ing  their  Palo  Alto  Funding  Group  into 
the  online-only  E-Loan,  which  lets  con¬ 
sumers  research  more  than  50,000  mort¬ 
gage  products  from  70  lenders,  then 
submit  and  track  loan  applications  online. 

Both  appear  uniquely  qualified  for 
their  venture.  Larsen,  E-Loan’s  CEO, 
previously  designed  financial  systems 
at  Chevron  Corp.  and  was  an  engineer 
at  NASA/Ames  Research,  while 
Pawlowski,  E-Loan’s  president,  had 
previously  worked  for  Xerox  Corp.  in 
information  systems  and  marketing 
research.  That  mix  of  technological 
know-how  combined  with  the  founders’ 
mortgage  industry  experience  has  helped 
E-Loan  lead  a  highly  competitive  field 
that  includes  GetSmart.com,  iOwn.com 
Inc.,  Keystroke  Financial  Network, 
LendingTree  Inc.,  Microsoft  Corp.’s 
HomeAdvisor,  Mortgage.com  and  Intuit 
Inc.’s  QuickenMortgage.com.  “E-Loan 
is  probably,  along  with  Quicken,  the 
largest  in  the  mortgage  space  and  doing 
quite  well,”  says  Richard  Beidl,  senior 
analyst  at  TowerGroup,  a  Needham, 
Mass. -based  information  technology 
research  and  consultancy.  Like  Quicken, 
E-Loan  is  one  of  the  quick  ones  to  mar¬ 
ket.  Beidl  also  points  out  that,  unlike 
many  of  the  newer  companies  that  offer 
a  wide  range  of  consumer  lending 
products,  E-Loan  keeps  its  focus  on  just 
what  Larsen  and  Pawlowski  know  best: 
mortgages. 

All  of  which  has  paid  off  in  a  big  way 
for  E-Loan,  which  provides  loans  in  all  50 
states.  According  to  the  Deutsche  Bank 
report,  it  was  the  leading  online  mortgage 
site  by  volume  with  $130  million  in  loans 
closed  in  November  1998  alone.  By  com¬ 
parison,  QuickenMortgage.com,  the 
number-two  mortgage  site  by  volume, 
closed  $100  million  in  loans  in  that 
month,  whereas  Mortgage.com,  the  num¬ 
ber-three  site,  closed  $50  million  worth. 

And  unlike  some  competing  sites, 
such  as  Keystroke  Financial  and 
QuickenMortgage.com,  E-Loan  doesn’t 
just  offer  a  gateway  to  other  lenders  and 
their  rates;  it  actually  raises  the  money 


itself  for  the  mortgages  it  provides.  “We 
don’t  like  the  idea  of  referring  [a  mort¬ 
gage]  to  a  bank,”  says  Larsen.  “That  puts 
it  in  the  hands  of  the  old  process  again. 
We  believe  in  a  fulfillment  model.  We 
have  290  people  here  who  just  serve  to 
fulfill  the  loan.  We  draw  up  our  own 
loans,  we  close  the  loan  and  then  we  take 
care  of  the  fund-raising  with  the  capital 
markets  themselves.  We  found  that  it’s  a 
more  efficient  way,  [providing]  better 
customer  service,  better  price  execution 
and  better  selection  to  the  customer.” 

It’s  also  how  the  company  makes  its 
money.  E-Loan,  like  all  mortgage  origi¬ 
nators — traditional  as  well  as  online — 
earns  its  profits  from  charging  a  higher 
rate  for  the  money  than  the  capital  mar¬ 
kets  charge  for  the  cost  of  the  capital  itself. 

And  what  profits  they’ve  been.  In 
1998,  the  privately  held  company  orig¬ 


inated  just  about  $1  billion  in  mortgage 
loans,  Larsen  says,  putting  it  ahead  of 
Intuit  and  Microsoft.  In  the  second  quar¬ 
ter  of  this  year,  the  company  reported 
closing  2,006  loans  worth  more  than 
$375  million.  (E-Loan  was  also  among 
this  year’s  CIO  Web  Business  50/50  win¬ 
ners;  for  full  coverage,  see  CIO  Section 
2,  July  1, 1999.) 

Despite  its  success,  E-Loan  hasn’t 
rested  on  its  reputation.  Early  this  year, 
the  company  hired  Joe  Kennedy,  who,  as 
a  vice  president  of  marketing  for  Saturn 
Corp.,  was  instrumental  in  building  the 
brand  that  earned  the  fierce  loyalty  of  car 
buyers  who  appreciate  the  company’s  no¬ 
pressure  sales  approach.  “Tie’s  viewed 
[our  business]  the  same  way — that 
[obtaining]  mortgages  is  a  hated  pro¬ 
cess — and  he  wants  to  make  E-Loan  a 
loved  brand,”  Larsen  says  of  Kennedy, 
now  E-Loan’s  senior  vice  president  for 
marketing  and  business  development. 
That  has  meant  a  lot  of  direct  advertising 
through  such  mediums  as  TV,  radio  and 
billboards,  and  partnering  with  portals 
like  Yahoo  Inc.  and  E-Trade  Securities  Inc. 

Hoping  to  attract  Wall  Street’s  ardor 
as  well,  E-Loan  went  public  in  June 
1999.  The  company  raised  $55  million 


in  its  initial  public  offering  at  $14  a  share; 
two  days  later,  the  company  announced 
plans  to  establish  entities  in  Australia, 
New  Zealand  and  the  United  Kingdom. 
Larsen  also  hopes  to  use  the  infusion  of 
capital  to  increase  both  E-Loan’s  effi¬ 
ciency  and  its  public  image.  “[We  want 
to]  invest  in  the  technology  that  allows 
us  to  get  the  consumer  closer  to  the  cap¬ 
ital  markets”  by  improving  the  com¬ 
pany’s  technology  backbone,  he  says.  At 
the  same  time,  he  wants  to  keep  increas¬ 
ing  customer  awareness.  “Certainly,  rais¬ 
ing  money  to  continue  to  build  the  brand 
is  important;  there’s  a  market-share  grab 
going  on  right  now.  It’s  still  too  early  to 
be  complacent  about  that.” 

Despite  that  success,  the  company  still 
faces  major  challenges  if  it  hopes  to  main¬ 
tain  its  place  at  the  head  of  the  online- 
lenders’  class.  Chief  among  them:  over¬ 


coming  customers’  deeply  ingrained 
desire  for  human  customer  service. 
“Companies  that  are  really  successful  in 
the  mortgage  industry  combine  the  high 
touch  with  the  high-tech.  There’s  still  a 
certain  amount  of  hand-holding  that 
needs  to  take  place,”  says  TowerGroup’s 
Beidl.  “I  think  a  lot  of  people  don’t  nec¬ 
essarily  want  to  complete  the  entire  appli¬ 
cation  online.  Some  people  will  want  to 
call  an  800  number  so  that  the  person  on 
the  other  end  of  the  phone  can  actually 
walk  [them]  through  the  process.” 

In  the  meantime,  one  customer’s 
biggest  complaint  is  about  a  product 
that  E-Loan  doesn’t  yet  offer:  home 
equity  loans.  “I’m  hoping  they’re  going 
to  do  that  sometime  in  the  near  future,” 
says  two-time  customer  Daniel  Goyette. 
Because  the  company  doesn’t  offer  this, 
Goyette  applied  for  one  through  a  tra¬ 
ditional  lender’s  Web  site,  an  experience 
he  says  was  intended  to  be  customer- 
friendly.  But  even  that  proved  not  to  be 
as  simple  as  the  E-Loan  process.  BE! 

Constantine  von  Hoffman,  a  freelance 
journalist  who  writes  regularly  on  busi¬ 
ness  and  technology  issues,  can  be 
reached  at  cvh@areporter.com. 


Traditionally,  brokers  reap  the  biggest 
commissions  by  convincing  borrowers  to 
accept  the  highest  possible  interest  rate. 
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‘  199V  Rational  Software  Corporation.  All  rights  reserved.  Rational,  the  Rational  logo,  and  Rational's  products  are  trademarks  or 
registered  trademarks  of  Rational  Software  Corporation  in  the  United  States  and  in  other  countries. 


As  a  testing  team, 
every  day,  you’re  faced 
with  the  question,  “Are  we 
really  ready  to  release?” 

but  you  have  to  make  the  call  based  on  inconsistent  data, 
inadequate  time,  and  methods  that  are  different  from  the  rest  of 
the  team.  In  today's  world  of  vanishing  release  cycles  and  sky^ 
rocketing  cost  of  failure,  it  is  essential  that  you  be  able  to  give  the 
entire  project  team  a  complete,  accurate  and  uniform  view  of 
project  status.  Enter  Rational  Suite  TestStudio  and  Rational 
Suite  PerformanceStudio.  Uniquely  offering  your  team  one 
common  set  of  tools,  methods,  data  and  metrics  for 
your  entire  team  to  assess  release  readiness;  One 
way  to  test  all  dimensions  of  quality  -  reliability, 
functionality  and  performance;  And  the 
ability  to  Smart  Test  your  Web 
in  Internet  time. 
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CONTENT  THAT  KEEPS  VISITORS  COMING  BACK 


and  executives  are  eager  for  signs  of  an 
end  to  the  red  ink. 

Translation:  All  those  rising  boats  are 
loading  up  with  torpedoes,  and  they 
won’t  be  reluctant  to  use  them. 

“It  would  be  nice  if  there  was  enough 
market  share  for  all  of  us,  and  we  could 
all  do  well,”  says  Ned  Hoyt,  president 
and  CEO  of  iOwn  Inc.’s  iOwn.com,  an 
online  mortgage  company  based  in  San 
Francisco.  “I  think  the  world  of  the 
CEOs  at  [iOwn  competitors]  E-Loan 
Inc.  and  Mortgage.com,  but  we  beat  the 
hell  out  of  each  other  on  a  daily  basis. 
There’s  tons  of  competition  for  individ¬ 
ual  customers  and  competition  to  get  the 
right  business  partners.  Everyone  wants 
to  be  the  number-one  player.” 

“In  the  Internet  travel  marketplace, 
the  battle  is  becoming  ferocious,”  says 
Philip  Wolf,  president  and  CEO  of 
PhoCusWright  Inc.,  a  research  firm 
in  Sherman,  Conn.,  that  specializes  in 
online  travel.  “Six  billion  dollars  of 
travel  will  be  purchased  online  this  year, 
and  both  the  airlines  and  the  Internet 
travel  agencies  want  to  [own]  the  cus¬ 
tomer.  The  airlines  have  been  focused, 
aggressive  and  preemptive  in  the  pursuit 
of  this  new  distribution  paradigm.” 

Competition  in  most  other  sectors 
will  evolve  the  same  way  it  has  in  travel 
and  mortgages.  I  spoke  with  10  e-com- 
merce  companies  to  compile  a  short 
course  on  how  to  prevail  in  this  no- 
holds-barred  competitive  arena. 


Brand  Boldly 

An  ad  for  a  Web  site  on  TV  or  on  the 
side  of  a  city  bus  used  to  be  a  novelty. 
Now  it’s  easier  to  count  the  ads  that 
don’t  contain  URLs.  E-Trade  Sec¬ 
urities  Inc.  and  Discover  Brokerage 
Direct  Inc.,  Preview  Travel  Inc. 
and  Sabre  Inc.’s  Travelocity.com, 
and  Amazon  and  Barnes  & 
Noble  are  all  after  consumer 
mind  share. 

“Our  minds  as  consumers 
can  only  retain  so  many 
brand  names,”  says  Alexa 
dePlanque,  a  program  direc- 


Kamikaze 

Commerce 

After  a  few  years  of  playing  nice > 


competitors  are  starting  to  get  rough 


There’s  a  certain  cliche  that  gets  trotted  out 
every  time  you  ask  the  honchos  of  Internet  companies  how 
they  feel  about  the  competition.  “A  rising  tide  lifts  all  boats,” 
they’ll  tell  you. 

What  they  mean  is  that  Internet  usage,  dollars  spent  online 
and  the  pools  of  venture  capital  available  to  Internet  startups  are  grow¬ 
ing  so  impressively  that  the  competition — for  the  time  being — is  irrele¬ 
vant.  Everyone  just  feels  buoyant  and  beatific  about  the  future. 

A  few  things  are  about  to  change  that.  First,  Amazon.com  Inc.  has 
shown  that  it  wants  to  be  the  Net’s  ubermerchant,  selling  books,  music, 
toys,  electronics,  flea  collars  and  Zoloft.  That  threatens  retailers  across 
numerous  sectors.  Second,  65  percent  of  retailers  will  sell  online  by  the 
end  of  this  year,  compared  with  12  percent  in  1997,  according  to  a  sur¬ 
vey  conducted  by  the  Washington,  D.C. -based  National  Retail 
Federation.  Finally,  we’re  nearing  the  end  of  Year  Four  for  a  lot  of  Web 

projects  launched  in  1996 — the  year 
many  companies  first  ven¬ 
tured  online — 
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ILLUSTRATION  BY  WILL  TERRY 


The  best 
way  to  save 

on  travel 
since 
not  going. 


Introducing  the  Venture  Club"  for  small  and  growing  businesses. 

Finally,  there's  an  airline  reward  program  tailored  to  your  business.  Become  a  member  and  whenever  you  or 
your  employees  fly  with  us,  your  company  will  earn  points  toward  free  flights  and  upgrades,  as  well  as  rewards 
like  golf  vacations  and  computers.  On  top  of  that,  employees  will  continue  to  receive  their  individual 
frequent  flyer  miles.  It's  free  to  join,  too.  To  find  out  more,  please  call  us  or  visit  our  website. 


1-888-244-4445 

www.baventureclub.com/idg 


BRITISH  AIRWAYS 


The  world's  favourite  airline 


Venture  Club3”  membership  open  to  companies  other  than  those  under  corporate  contract  with  British  Airways  or  travel  agencies,  where  there  is  at  least  one  office  located  in  the  U  S.  For  full  terms  and 
conditions  regarding  the  Venture  Club3”  and  precisely  what  travel  qualifies  for  points,  please  visit  us  at  www.baventureclub.com.  ©1999  British  Airways  Pic 


THE  MAIN  ATTRACTION 


tor  at  the  Meta  Group  Inc.,  a  research 
firm  in  Stamford,  Conn.  “And  con¬ 
sumers  don’t  always  make  rational  deci¬ 
sions  based  on  ease-of-use  and  price.  If 
you’re  not  one  of  the  top  three  brands, 
the  future  looks  pretty  grim.” 

Established  brands  should  build  on 
their  strengths:  familiarity  and  trust. 
New  brands  need  to  be  catchy,  bold  and 
easy  to  spell  (sorry,  Quokka.com).  “We 
used  to  be  called  Sportsite.com,”  says 
Tom  Romary,  vice  president  of  market¬ 
ing  for  Fogdog  Inc.’s  Fogdog  Sports,  a 
San  Jose,  Calif.,  sporting  goods  site.  “It 
was  going  to  be  very  hard  to  differenti¬ 
ate  our  brand  from  SportsZone,  Sport- 
scape,  SportsFine  and  Sports  Authority. 
So  we  picked  Fogdog  because  it’s  short, 
easy  to  spell  and  completely  unique.  It’s 
very  ownable” — meaning  that  it  occu¬ 
pies  a  highly  defensible  turf. 

Quickness  Kills  (Others) 

Things  happen  fast  on  the  Net.  On  the 
day  in  May  that  eToys  Inc.  went  public, 
it  established  a  market  valuation  of 
$7.7  billion — 35  percent  higher  than  the 
value  of  Toys  “R”  Us  Inc.,  the  suddenly 
vulnerable  behemoth  of  the  toy  biz. 

Would  Toys  “R”  Us  be  in  a  better  pos¬ 
ition  if  it  had  launched  its  e-commerce 
site  before  eToys?  Absolutely.  And  now, 
after  announcing  that  it  would  move  the 
Toysrus.com  subsidiary  of  the  company 
to  Silicon  Valley,  accept  venture  funding 
and  bring  on  a  tech-sawy  exec  to  run  the 
unit,  the  company  has  become  mired  in 
bureaucracy.  Before  the  new  Toysrus. 
com  chief  could  even  start  his  job,  the 
company  fought  him  over  the  terms  on 
which  Toysrus.com  would  buy  its  inven¬ 
tory;  the  parent  company  wanted  him  to 
buy  on  the  same  terms  as  its  physical 
stores.  While  eToys  seems  to  be  cruising 
along  in  fifth  gear,  Toys  “R”  Us  is  stuck 
in  reverse.  (For  more  on  Toys  “R”  Us 
and  eToys,  see  “Whoever  Has  the  Most 
Toys,  Wins,”  CIO  Section  2,  Dec.  1, 
1998.) 

“It  is  simply  faster  and  easier  to  react 
in  the  virtual  world  than  it  is  in  the  real 
world,”  says  Kathy  Biro,  cofounder 
and  CEO  of  Strategic  Interactive 
Group,  a  Boston-based  Web  develop¬ 
ment  company  that  works  with  clients 
such  as  Dell  Computer  Corp.  and 
American  Express  Co.  “We  tell  clients 
that  on  the  Web,  the  normal  rules  just 
don’t  apply.  You  need  to  move  from 


idea  to  action  incredibly  quickly,  or 
momentum  is  lost.” 

Perils  of  Pricing 

Commerce  just  doesn’t  get  any  more 
aggressive  than  selling  goods  at  cost,  a 
strategy  pursued  by  sites  like  Onsale  and 
Buy.com.  But,  as  Biro  puts  it,  “price 
leadership  is  a  game  you  don’t  want  to 
win.”  Most  Web  merchants  would  pre¬ 
fer  to  stay  on  the  sidelines  of  the  price 
wars,  develop  their  brands,  and  cultivate 
a  reputation  for  features  and  services 
that  the  discounters  can’t  offer. 

"I  think  the  world  of 
[our  competitors], 
but  we  beat  the  hell 
out  of  each  other  on 
a  daily  basis." 

-Ned  Hoyt,  iOwn 

“Our  message  isn’t  about  discount,” 
says  Barrie  Seidenberg,  chief  marketing 
officer  at  Preview  Travel  Inc.  in  San 
Francisco.  “It’s  about  being  compre¬ 
hensive,  a  better  way  to  buy  travel, 
helping  you  to  plan  your  trip.”  In  1998, 
Preview  booked  over  $200  million 
worth  of  travel. 

“There  will  be  price-buyers  out  there, 
but  if  they  get  burnt  once,  they’ll  go  back 
to  someone  who  delivers  every  time, 
who  has  the  selection,  who  has  the 
value-added  features,”  says  Jeff  Fevitan, 
senior  vice  president  of  Staples.com  in 
Framingham,  Mass. 

Still,  it’s  important  to  monitor  com¬ 
petitors’  pricing  moves,  even  if  the  mar¬ 
ket  seems  to  have  stabilized.  Although 
Datek  Online  Holdings  Corp.  is  one  of 
the  less  expensive  online  brokers,  offer¬ 
ing  $9.99  stock  trades,  Edward  Nicoll, 
president  and  COO  of  the  Iselin,  N.J., 
company,  says,  “We  are  appropriately 
paranoid  about  [price]  competition. 
We’re  constantly  trying  to  do  what-if 
analyses.  I’d  argue  that  $2.95  trades  or 
free  trades  won’t  happen,  but  we  do 
think  about  the  what-ifs.” 

Why  Radar  Rules 

Keeping  tabs  on  new  entrants  is  a  cru¬ 
cial  task  for  e-commerce  players.  They 
network  with  venture  capitalists  and 
read  VC  journals  like  Red  Herring  to  see 


who’s  getting  funded,  scout  out  the 
smaller  booths  at  trade  shows  and  use 
online  resources  like  CNet  Inc.’s  CNet 
News.com,  VPOP  Technologies  Inc.’s 
NewsHub  and  PR  Newswire.  Scanning 
employment  listings  in  an  online  database 
like  Monster.com  can  also  alert  you  to 
early-stage  startups. 

“The  Web  is  evolving  rapidly,”  says 
Fogdog’s  Romary.  “In  a  traditional  busi¬ 
ness  environment,  it’d  be  hard  for  sport¬ 
ing  goods  retailers  to  raise  money  and 
launch  so  quickly.  But  here,  you  have  a  lot 
of  venture  capital,  and  new  entrants  are 
coming  in  at  a  rapid  pace.” 

(Incidentally,  the  week  after  Romary 
told  me  that  he  doubted  Amazon.com 
would  invade  his  turf  because  “there  are 
limits  to  how  far  you  can  stretch  a 
brand,”  the  Seattle  bookseller  bought 
49  percent  of  Gear.com,  a  discount  sport¬ 
ing  goods  retailer  also  located  in  Seattle.) 

Why  Raiders  Rule 

Amazon.com  and  Drugstore.com  Inc.,  a 
pharmaceutical  site  funded  by  Amazon, 
com,  hired  so  many  employees  from  Wal- 
Mart  Stores  Inc. — 15  at  last  count — that 
the  Bentonville,  Ark.,  retailer  sued  accus¬ 
ing  the  two  West  Coast  companies  of  try¬ 
ing  to  steal  trade  secrets.  (The  suit  was  set¬ 
tled  out  of  court  in  April.)  The  incident 
shows  just  how  far  Web  companies  will 
go  to  assemble  a  team  with  the  right  mix 
of  experience. 

The  most  dynamic  Web  teams  tend  to 
blend  experienced  outsiders,  energetic 
youngsters  and  long-timers  with  a  deeply 
ingrained  sense  of  company  culture. 

But  beware  of  companies  that  fail  to 
give  employees  the  freedom  to  innovate 
relentlessly  and  compete  ruthlessly.  Disney 
is  one  such  example,  and  the  cost  can  be 
high:  Executives  who  have  left  for  other 
ventures  include  former  Disney  Online 
Chief  Jake  Winebaum,  eToys  founder 
Toby  Fenk  and  Babystyle.com  founder 
Faurie  McCartney;  indeed,  the  list  of 
Disney  refugees  could  continue  the  length 
of  this  column. 

Affiliate! 

Everyone  knows  that  increasing  the  size 
of  your  sales  force  tends  to  have  a  direct 
effect  on  your  sales  volume.  Why,  then, 
have  traditional  companies  been  so  slow 
to  adopt  affiliate  programs  (the  practice 
of  making  anyone  who  runs  a  Web  site  an 
extended  part  of  your  sales  team)?  Part  of 
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the  reason  is  the  fear  of  losing  control,  and 
that  lets  hard-driving  competitors  hack 
away  at  your  market  share. 

“Setting  up  an  affiliate  sales  channel 
brings  your  cost  of  acquisition  down,” 
says  Gordon  Hoffstein,  president  and 
CEO  of  Marlborough,  Mass. -based  Be 
Free  Inc.,  a  company  that  helps  clients  set 
up  affiliate  programs.  “If  you’re  selling 
telephones  online,  and  you  start  an  affili¬ 
ate  program  and  keep  your  affiliates 
happy,  then  the  next  telephone  vendor 
online  has  to  go  find  its  own  affiliates. 
You’ve  got  the  first-mover  advantage,  and 
it  makes  it  tough  for  your  competitors.” 

Hoffstein  points  out  that  Amazon, 
corn’s  network  of  over  220,000  affiliate 
sites  makes  it  hard  for  Barnes  &  Noble 
Inc.  (a  Be  Free  client)  to  catch  up.  Staples, 
com,  Fogdog  Sports  and  eToys  all  have 
affiliate  programs.  Toys  “R”  Us  doesn’t. 

Butter  Up  the  Boss 

A  Web  team  can’t  be  aggressive  if  it’s 
hamstrung  by  the  company’s  top  brass. 
“If  there’s  not  someone  at  the  CIO  or 


CEO  level  backing  the  Web  site,  you’re  in 
trouble,”  says  Meta  Group’s  dePlanque. 
High-level  sponsorship  will  help  amelio¬ 
rate  resource  shortages,  give  the  Web 
team  a  more  prominent  profile  in  the 
organization  and  help  smooth  out  chan¬ 
nel  conflict  issues.  At  Staples.com,  for 
example,  Levitan  reports  directly  to  the 
chairman,  because,  he  says,  “this  is  such 
a  high-priority  project.” 

Capture  the  Customer 

PC  makers  Dell  Computer  and  Gateway 
2000  Inc.  are  bitter  rivals,  and  both  are 
thinking  about  ways  to  cultivate  loyal  cus¬ 
tomers,  beyond  just  selling  them  boxes. 
After  Dell  created  Gigabuys.com — a 
peripherals,  software  and  accessories 
superstore — earlier  this  year,  Gateway  fol¬ 
lowed  suit  with  SpotShop.com.  Rather 
than  forcing  its  customers  to  go  to  another 
merchant — say,  Egghead.com — for  add¬ 
ons,  the  PC  companies  want  to  offer  one- 
stop  shopping  throughout  a  consumer’s 
life  cycle. 

Gateway  and  Dell  also  offer  Internet 


access;  Gateway’s  goal  for  1 999  is  to  sign 
up  at  least  800,000  of  the  5  million  peo¬ 
ple  who  have  bought  PCs  from  the  com¬ 
pany.  It’s  all  about  lock-in  and  one-stop 
shopping.  “This  is  about  being  able  to  cre¬ 
ate  an  environment  for  our  users  so  that 
we  can  help  them  with  future  purchases, 
service  and  support,”  says  Chuck  Geiger, 
vice  president  of  e-commerce  at  Gateway, 
based  in  San  Diego.  “It  allows  us  to  cap¬ 
ture  some  of  their  time  online,  and  it  cre¬ 
ates  a  switching  cost. 

“Anybody  can  sell  a  book  or  a  com¬ 
puter  online,”  he  continues.  “What  cre¬ 
ates  loyalty  is  your  brand  and  the  service 
and  the  experience  you  offer.  That’s  the 
stuff  that  differentiates  you  from  a  com¬ 
modity.” 

And  it’s  also  the  stuff  to  which  the 
aggressive  e-commerce  players  dedicate 
their  energies.  BE! 


Boston-based  writer  Scott  Kirsner  also 
contributes  to  Fast  Company,  Wired 
and  The  Industry  Standard.  He  can  be 
reached  at  kirsner@worldnet.att.net. 
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JUST  DON’T  ASK  US  TO  CHANGE  DIAPERS 


Control  Data  will  run  your  messaging  and  any  other  e- commerce  application 
with  professionalism  that  borders  on  the  paternal.  With  data  center  quality, 
we  provide  a  truly  supportive  environment-34  hours  a  day,  7  days  a  week. 
So  reach  us  at  1-888-743-5864  orwww.cdc.com.  Then  rest  easy. 


CONTROL  DATA 

The  Internet  Integration  Company 


ETHICAL  DILEMMAS  AND  LEGAL  LANDMINES 


GRAY  MATTERS 


Scared  Straight 

Want  to  discourage  anonymous 
troublemakers  from  badmouthing  your 
company  online f  It’s  often  easier 
(and  cheaper )  than  you  think. 


BY  CARL  SOLOMONT 


Remember  the  days  before  caller  i.d.?  if  the  per- 
son  who  answered  the  telephone  was  not  the  person  to 
whom  you  wanted  to  speak,  then  you  could  just  hang  up, 
secure  that  he  would  never  know  it  was  you  who  had  both¬ 
ered  him.  Calls  were  not  traceable — or  at  least  not  easily 
traceable.  Crank  calls?  No  problem,  at  least  for  the  caller.  Anyone  could 
make  them  without  fear  of  being  caught. 

A  similar  absence  of  fear  is  driving  some  Internet  users  to  use  ali¬ 
ases  rather  than  their  true  names  to  post  nasty,  untrue  and  often  illegal 
messages.  When  users  register  with  online  networks,  they  often  can 
choose  alias  identities  that  are,  in  essence, 
pen  names  used  to  post  messages  on 
online  message  boards  and  chat 
rooms.  Some  people  believe  that 
their  aliases  provide  an  anon¬ 
ymity  that  insulates  them 
from  detection  and 
from  liability  for  their 
actions.  But  they  are 
wrong.  And  in  most 
cases,  it  takes  only 
the  threat  of  legal 
action  to  persuade 
them  to  disappear. 

The  problem  is 
not  limited  to  cyber¬ 
space  name-calling  or 
to  cranky  people  with 
no  lives  belittling  each 
other  over  their  political 
views  or  harassing  one 
another  about  which  Star  Trek 
movie  has  the  best  special  effects. 

Corporate  America  is  getting  its  share  too.  Trade  secrets 
are  being  disclosed,  anonymously  of  course,  over  the  Internet.  Stocks 
are  being  illegally  manipulated  through  mass  dissemination  of  false 
information.  Corporate  executives  are  being  slammed  by  mysterious, 
unseen  adversaries,  often  from  within  their  own  ranks. 


The  scenarios  are  as  plentiful  as  the 
variety  of  aliases  people  use  to  post 
offensive  and  illegal  messages.  The 
chairman  of  one  client,  Talk  Visual 
Corp.,  faced  an  online  barrage  of  false¬ 
hoods  accusing  him  of  violating  SEC 
and  other  laws.  The  accused  perpetra¬ 
tors?  “bgtit,”  “Spider  Valdez”  and 
“Rico  Staris.”  Another  client  found 
that  an  Internet  message  board  estab¬ 
lished  for  discussion  about  its  online 
stock-trading  business  was  frequented 
by  an  alias-using  person  who  was 
falsely  informing  all  board  visitors  of 
his  firsthand  knowledge  that  the  com¬ 
pany  was  engaging  in  proprietary  trad¬ 
ing  and  other  misconduct.  Since  the 
company  markets  itself  as  providing 
instant  stock  trades  and  not  accumu¬ 
lating  trades  for  its  proprietary 
account,  the  accusations  went  to  the 
heart  of  its  credibility.  The  cases  degen¬ 
erate  further.  Another  client  has  chosen 
to  ignore,  for  the  time  being,  messages 
posted  by  a  presumably  disgruntled 
employee  referring  to  a  senior  corpo¬ 
rate  executive  as  a  “lesbian”  and  a 
“whore”  who  sleeps  with  other 
employees. 

Online  transgressions  are 
not  limited  to  libel  and 
defamation,  and  com¬ 
panies’  exposure  can  go 
beyond  reputational  dam¬ 
age.  Two  cases  have 
recently  been  filed  by 
Lexington,  Mass. -based 
Raytheon  Co.  against 
alias  employees,  including 
the  likes  of  “Raytheon- 
veteran”  and  “RSCDeep- 
throat,”  for  disclosing  trade 
secrets  online. 

In  addition  to  libel  law  and 
intellectual  property  rights  laws, 
securities  law  is  now  intersecting 
Internet  law.  Message  boards  and  chat 
lines  dedicated  to  discussion  of  publicly 
traded  companies  are  not  receiving 
thousands  of  hits  per  day  just  for  their 
entertainment  value  (although  the 
online  exchanges  in  some  instances  are 
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SYLVAN  PROMETRIC 


AT&T 

EQUIFAX 

You  might  not  know  our  name  yet,  but  they  do. 

CARS.COM 

FIRST  UNION 

KNIGHT  RIDDER  NEW  MEDIA 


Introducing  Cysive.  Premier  Builders  of 
e-Business  Architectures.  As  customers 
increasingly  demand  commerce  over 
the  Internet,  leading  businesses  are 
turning  to  one  company  to  deliver  their 
advanced  Web  applications.  From 
business-to-business  e-commerce, 
supply  chain  management  and  high- 
volume  financial  workflow  to  customer 
asset  management,  cooperative 
engineering  and  customer  care,  we 
use  experienced  teams  with  the  latest 


technologies  to  develop  custom  appli¬ 
cations  for  your  business.  Our  track 
record  for  quality  and  reliability  is 
unmatched  in  the  e-business  industry. 
We're  Cysive  —  formerly  Alta  Software 
Let  us  develop  a  solution  for  you.  For 
more  information,  call  1-800-996-2582 
or  visit  www.cysive.com 

Cysive*. 

net  business,  net  growth,  net  results. 
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GRAY  MATTERS 


quite  amusing).  Investors  are  accessing 
these  sites  for  information  they  can  use 
in  making  investment  decisions. 
Go2Net  Inc.’s  Silicon  Investor,  a  fee¬ 
paying,  members-only  online  financial 
discussion  site,  boasts  that  its  members 
have  posted  more  than  9.7  million  mes¬ 
sages  on  its  network.  This  is  a  situation 
ripe  for  abuse.  Stock  manipulators 
holding  short  positions  are  posting 
false  reports  of  corporate  doom  and 
gloom  to  drive  down  stock  prices. 
There  are  also  so-called  “pump  and 
dump”  schemes.  Promoters  take  a 
large  position  in  a  company  and  then 
flood  a  corporation’s  message  board 
with  false  information  or 
rumors  that  the  company  is 
about  to  benefit  from  a  huge 
contract  or  some  other  good 
fortune.  Stock  prices  skyrocket. 

The  promoters  then  sell  their 
positions  before  the  rest  of  the 
market  realizes  that  the  rumors 
were  unfounded  and  the  stock 
is  overpriced. 

Of  course,  all  of  this  is  ille¬ 
gal,  and  the  SEC  is  taking 
notice.  One  client  was  recently 
subpoenaed  to  appear  before 
the  SEC  to  provide  testimony  in  con¬ 
nection  with  an  investigation  focused 
in  part  on  market  manipulation 
through  the  Internet. 

Corporations  facing  attack  want  to 
know  whether  the  true  identities  of 
alias-using  perpetrators  can  be  deter¬ 
mined,  what  can  be  done  to  stop  them 
and  who  can  be  held  accountable. 
Under  the  Communications  Decency 
Act  of  1996,  Web  site  operators, 
Internet  access  providers  and  online 
service  providers  are  virtually  immune 
from  liability  for  content  transmitted 
on  or  through  their  services  and  sys¬ 
tems  by  third  parties.  Although  the 
outer  limits  of  this  law  have  not  been 
fully  tested,  as  a  general  matter,  the  law 
allows  Internet  service  providers  (ISPs) 
to  screen  and  remove  offensive  mater¬ 
ial  but  does  not  require  that  they  do  so 
or  impose  liability  upon  them  if  they 
do  not. 

However,  the  authors  of  defama¬ 
tory  or  otherwise  illegal  Internet  mes¬ 
sages  and  those  acting  in  concert  with 
them  can  be  held  accountable.  Since 
they  usually  post  messages  using  ali¬ 
ases,  the  trick  is  to  identify  them  and 


serve  legal  process  upon  them.  And  this 
can  be  done. 

While  online  service  providers  and 
Internet  access  providers  are  largely 
immune  from  liability  for  messages 
transmitted  through  their  networks, 
they  are  not  immune  from  the  discov¬ 
ery  process  in  civil  lawsuits.  Once  a  suit 
is  filed  against  alias  defendants  (that  is, 
“John  Doe  a.k.a.  ‘Spider  Valdez’”), 
online  networks  can  be  subpoenaed  for 
information  as  to  the  defendants’  true 
identities.  Indeed  the  only  means  of 
formally  serving  cyberdefendants  with 
a  complaint  in  person,  as  is  required  by 
the  Rules  of  Civil  Procedure,  is  to 


determine  their  true  identities  and 
street  addresses.  The  only  source  of  this 
information  is  the  networks  on  which 
the  offensive  material  was  posted. 

In  some  instances,  the  services  oper¬ 
ating  the  chat  lines  and  message  boards 
on  which  offensive  or  illegal  remarks 
have  been  posted  may  not  know  the 
posters’  true  identities.  For  example, 
Yahoo  Inc.  does  not  require  users  of 
their  message  boards  to  identify  them¬ 
selves  prior  to  registering  the  aliases 
that  they  use  to  communicate  with  oth¬ 
ers  on  the  Yahoo  network.  Even  if 
online  networks  do  not  have  a  user’s 
true  identity,  however,  they  will  possess 
some  information  that  can  be  used  to 
track  down  the  wrongdoer.  When  users 
post  on  an  online  network,  they  typi¬ 
cally  leave  an  Internet  portal  (IP) 
address,  a  digital  series.  This  IP  address 
is  like  a  fingerprint.  With  it,  one  can 
usually  determine  a  poster’s  online  ser¬ 
vice  provider,  which  can  then  be  sub¬ 
poenaed.  The  ISP  may  have  the  user’s 
true  identity  or,  at  a  minimum,  a  tele¬ 
phone  number  or  e-mail  address. 
Users’  identities  can  usually  be  deter¬ 
mined  in  this  way. 


What  happens  once  alias  defendants 
are  unmasked,  their  identities  revealed? 
As  a  practical  matter,  the  offensive 
posting  may  stop  immediately.  Once 
stripped  of  their  belief  that  they  can 
post  without  regard  to  consequences, 
these  people  often  stop  posting  bad 
stuff.  In  one  recent  case,  months  of 
offensive  and  defamatory  messages 
about  our  client  permanently  ceased 
the  day  after  we  filed  a  complaint 
(which  was  delivered  to  the  defendants 
electronically  on  the  very  message 
boards  on  which  they  had  been  post¬ 
ing  their  defamatory  messages  about 
the  client).  Remember,  the  Internet 
users  we  are  talking  about  are 
not  necessarily  sophisticated 
corporate  warriors  accustomed 
to  the  rough  and  tumble  of 
business  or  litigation.  Many  are 
unsophisticated  penny-stock 
promoters,  hackers  or  disgrun¬ 
tled  employees.  The  mere  filing 
of  a  lawsuit  can  scare  them 
straight. 

That  is  not  to  say  damages 
cannot  be  pursued — they  can; 
although  most  hackers’  pock¬ 
ets  are  not  deep.  Injunctions 
barring  the  posting  of  future  messages 
are  harder  to  come  by.  Judges  find 
themselves  restrained  by  the  First 
Amendment  from  barring  people  from 
communicating  on  the  Internet.  Some 
courts,  however,  have  entered  very  nar¬ 
rowly  tailored  injunctions  barring 
defendants  from  repeating — verba¬ 
tim — statements  that  have  been  proven 
defamatory.  Further,  where  there  is  sus¬ 
picion  that  larger  market-manipulat¬ 
ing  forces  are  directing  (or  paying) 
those  that  are  actually  typing  the  mes¬ 
sages  and  clicking  the  mouse,  the  dis¬ 
covery  process  can  be  used  to  uncover 
greater  wrongdoing  and  perhaps  deep¬ 
er  pockets.  It’s  a  tough  issue,  and  it  isn’t 
going  to  go  away  overnight. 

Some  day,  law  and  technology  may 
work  together  to  make  it  harder  for 
unidentified  people  to  publish  false, 
damaging  messages.  Until  that  hap¬ 
pens,  victims  of  such  attacks  can  begin 
their  legal  defense  with  a  solid  threat 
and  hope  that  that’s  all  it  takes.  BEI 


Carl  Solomont  is  a  partner  at  the  law 
firm  of  Bingham  Dana  LLP  and  can  be 
reached  at  solomocl@bingham.com. 


Judges  find 
themselves  restrained 
by  the  First  Amendment 
from  barring  people 
from  communicating  on 
the  Internet. 
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The  Net  Effect:  Capturing  Customers  &  Profits 


Register  Online  @  www.FinancialTechExpa.cam  Or  Call  1-880-889-3976  x.8765 


1 


NEW  FINANCIAL  TECHNOLOGIES  ...  BETTER 
SOLUTIONS  TO  SERVE  YOUR  CUSTOMERS 


D 


iscover  what's  ahead  for  the  banking,  insurance  and  securi 
ties/investment  industries  at  the  premier  financial  technolo¬ 
gy  event  of  the  year. 


The  Financial  Technology  Expo 


Experience  it  all  November  16-18,  1999,  Jacob  Javits  Convention 
Center,  New  York  City. 

For  more  information  on  attending  visit 
www.financialtechexpo.com  or  call  1-800-829-3976,  ext.  2765 

•  More  than  250  exhibitors 

•  Industry-specific  technology  forums  -  Bank  Technology, 
Insurance  Technology,  Wall  Street  Technology 

•  Microsoft  Corp's  full-day  pre-conference  program 

•  Straight-Through  Processing  Showcase 

•  TechConnects  —Customized  and  guided  tours  of  CRM,  STP 
and  Risk  Management  exhibitors  around  the  Expo  floor 

•  Expanded  hours  to  fit  your  busy  schedule 

•  On-sight  evening  receptions 

Microsoft 

Microsoft  Corporation  presents  "Windows  on  Financial  Services 
'99,"  November  16  -  a  critical  technology  update  and  forecast  for 
the  insurance,  banking  and  securities  industries.  Sessions  will  look 
at  opportunities  involving  the  DNAfs  framework  and  Windows 
NT  operating  system. 

Three  IT  Conference  Forums  held  concurrently  from  Nov.  17-18 

—  Banking  Technology,  Insurance  Technology  and  Wall  Street 
Technology  Forums  targeted  specifically  to  enable  professionals 
to  learn  about  the  latest  trends  and  issues.  For  the  complete 
conference  program  visit  www.financialtechexpo.com. 

CIO  Roundtable  —  CIOs  debate  the  future  role  of  technology 
in  the  global  financial  services  environment.  Speakers  include: 

•  Bill  Krivoshik,  VP  &  CIO,  AIG 

•  Scott  Abbey,  EVP  &  CIO,  PaineWebber 

•  Martin  Lippert,  Vice  Chairman  &  CIO,  Royal  Bank 

•  Andrea  Anania,  CIO,  CIGNA 

•  Robert  Sauvageau,  SVP  &  CTO,  American  Century  Investments 

•  Richard  F.  Mangogna,  EVP  &  CIO,  Global  Bank, 

Chase  Manhattan  Bank 

Industry-Specific  and  Expo  Keynote  Presentations  — 

Hear  from  leading  Expo  speakers  such  as: 

•  James  J.  Cramer,  Co-Founder,  TheStreet.com 

•  Ronald  W.  Readmond,  Vice  Chairman,  Co-CEO, 

President,  Wit  Capital  Group 

•  W.  Michael  Long,  Chairman  &  COO,  Healtheon  Corporation 

•  Jim  Stewart,  President, CEO,  WingspanBank.com 


FAX-BACK  REGISTRATION 
212-643-4800 

Please  send  me  information  on  (check  all  that  apply): 

□  Banking  Technology  Forum 

□  Insurance  Technology  Forum 

□  Wall  Street  Technology  Forum 
G  Exhibiting  at  FTE 

□  Windows  on  Financial  Services  ’99  (sponsored  by  Microsoft) 

□  Please  register  me  NOW  to  attend  the  exhibits  only  —  complimentary 

Name: _ 

Title: 


Company: 
Address:_ 
City: 


State: 


ZIP: 


Phone: 

Fax: 

E-Mail: 

(a)  ______ 

Demographic  Information 

To  receive  your  complimentary  admission  to  the  Exhibits,  you  must  complete  this 

section.  Financial  Technology  Expo  is  a  professional  trade  event  only.  Show  management 

reserves  the  right  to  qualify  all  registrations. 

1.  Which  industry  classification 

3.  Which  of  the  following  best 

applies  to  you?  (Check  all  that  apply) 

describes  your  job  function? 

□  A.  Banking 

I _ |  A.  President/CEO/Chairman 

J  B.  Insurance 

J  B.  Director/Partner 

7  C.  Securities 

J  C.  CFO/Treasurer 

□  D.  Other 

J  D.  Chief  Information  Officer 

2.  Your  firm’s  primary  business: 

j  E.  Chief  Operating  Officer 
□  F.  Secretary 

J  A.  Commercial  Bank 

J  G.  Executive/Senior  Vice  President 

7  B.  Commodities  Trading 

□  H.  Vice  President 

7  C.  Computer  Service  Affiliate 

G  1.  Controller/Comptroller 

J  D.  Consulting 

G  J-  Officer 

□  E.  Credit  Card  Affiliate 

G  K.  Manager  of  Operations/MIS/DP 

7  F.  Credit  Union 

G  L.  Technical  Analyst 

7  G.  Exchange/Clearing  Corporation 

[ _ )  M.  Financial  Analyst 

H  H.  Financial  Investment  Firm 

71  N.  Portfolio/Fund  Manager 

7  1.  Insurance  Agency/Broker 

G  O.  Head  Trader/Trader 

7  J.  Insurance  Carrier/Company 

G  P  Cashier 

1  1  K.  Money  Management/Investment 
Counseling 

7  Q.  Other 

G  R-  Product  /  Project  Manager 

□  M.  Pension/Mutual  Funds 

□  N.  Savings  and  Loan  Association 
G  O.  Savings  Bank 

□  P.  Supplier  of  DP  Products/Services 

□  Q.  Telecommunications 

□  R.  Trading  Brokerage  Firm 

□  S.  Trust  Company 

□  T.  Other _ 


4.  What  were  your  company’s  IT 
expenditures  in  the  past  1 2  months? 

G  A.  Over  $  1 0  million 
0  B.  $5  million  to  $9.9  million 
G  C.  $  I  million  to  $4.9  million 
I  I  D.  Under  $1  million 

PC99 


To  reply,  call  I  -800-829-3976  ext.  2765,  fax  this  form  to  2 1 2-643-4800, 
or  register  on-line  at  www.financialtechexpo.com. 
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E-COMMERCE  STRATEGIES:  INTRODUCTION 


By  Lew  McCreary 
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We  want  to  believe  in  you.  We  really  do....  You’ve  told  us,  in  very  high 

percentages,  that  the  next  IT-intensive  opportunity  you  want  your  businesses  to  attend  to — now  that 
the  dreary,  dreaded  and  unspeakably  draining  Y2K  mess  is  out  of  the  way  (it  is  out  of  the  way,  isn’t 
it?) — is  electronic  commerce.  And  we  want  to  believe  that  you’ve  thought  it  all  through  as 
carefully  as  you  should. 

But  sometimes  it  seems  as  though  all  of  business  has  been  implanted  with 
a  posthypnotic  suggestion  and  must  now  go  around  muttering  these  three 
little  syllables  helplessly  and  without  restraint:  e-commerce,  e-commerce, 
e-commerce.  We  want  to  believe  in  your  wisdom  and  rigor.  And  yet. . .. 

Most  of  the  world  probably  isn’t  ready  to  take  this  on.  Indeed,  much  of 
the  world  cannot  truly  fathom  the  depth  of  the  iceberg  that  stretches  down 
beneath  the  dazzling  visible  portion.  Folks,  there’s  a  reason  why  Amazon.com 
isn’t  profitable  yet.  Building  the  capability  not  just  to  consummate  a  trans¬ 
action  but  to  surround  it  with  scalable  value  and  sets  of  rich  features  is  difficult,  expen¬ 
sive  and  time-consuming.  And  accepting  that  business  models  will  forever  be 
intractable  and  mutable  is  difficult  for  businesspeople  unused  to  endless  ambiguity. 

In  short,  it  is  not,  as  you  will  learn  from  the  stories  in  this  CIO  WebBusiness 
special  section,  a  matter  of  simply  hacking  together  some  HTML  and  GIF  files  and 
buying  a  transaction  server. 

It  may,  in  fact,  be  a  matter  of  hiring  away  a  commerce-ready  CIO  from  some 
other  outfit  that’s  a  little  further  along  the  learning  curve  than  you  are.  (If  it  hap¬ 
pens  to  be  a  competitor,  all  the  better — make  them  weaker  and  yourself  stronger 
in  one  fell  swoop!  Though,  of  course,  you  might  get  sued.)  Likewise,  it  may  be 
a  matter  of  developing — with  or  without  a  consultant’s  help — a  sensible 
strategy  and  phased  deliverables  for  deploying  your  commerce  capability. 

But  all  the  strategy  and  vision  in  the  world  won’t  do  you  any  good  if  your 
infrastructure  is  not  ready  for  prime-time  commerce  performance. 

As  noted  technology  observer  Geoffrey  Moore  said  in  August  at  our 
CIO-1 00  Symposium  event  in  San  Diego,  “The  Internet  is  the  first  area 
of  technology  advancement  where  it  actually  costs  more  to  be  late  than 
to  be  early.  Waiting  is  a  hugely  dangerous  play.” 

So  by  all  means,  don’t  wait.  But  don’t  go  blindly  into  those 
dark  woods  either.  We  offer  four  articles  in  this  month’s  issue  as 
a  way  of  shedding  some  light  on  the  path  to  the  rumored  El  Dorado. 
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For  a  business  world  that  now  works  24x^  the  new  Compaq 
Armada  line  delivers  maximum  flexibility  and  compatibility. 
Any  new  model  can  work  with  any  new  Docking  Solution,  for 
mix-and-match  convenience.  Common  MultiBay  /Od  N 
devices  let  users  share  a  second  battery,  plus  DVD,  ceieron- 


CD  and  other  drives,  across  multiple  Armada  models. Which  simplifies  inventory  needs 
and  lowers  your  total  cost  of  ownership.  In  short,  for  just  about  any  mobile  enterprise, 
the  versatile,  flexible  new  Compaq  Armada  Series  is  a  nonstop  solution  that  really  clicks. 
Details?  Visit  www.compaq.com/armada,  or  call  1-800-AT-COMPAQ. 


COMPAQ  Better  answers:* 


■4GB* 


Armada  M300  Series  <®  $1,999* 

•  3.1  lbs,  0.9"  thin  •  Mobile  Intel®  Celeron™  processor  333  MHz  •  11.3"  color  TFT  display 
'  Hard  Drive  •  64  MB  RAM  •  56KV.90  integrated  modem*  •  Optional  Mobile  Expansion  Unit 
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It's  Not 


Building  a 
business-to-business 
e-commerce  site 
doesn’t  mean  simply 
parking  a 
Web  server  in  the 
data  center. 

By  Sari  Kalin 

Reader  ROI 

READ  THIS  TO  LEARN 

Some  of  the  biggest  obstacles 
to  implementing  a  business-to- 
business  e-commerce  site 
Why  political  and  cultural 
hurdles  can  pose  bigger  obstacles 
than  technological  ones 
How  those  hurdles  can  be 
overcome 


FORGET  THE  HEADLINES  ABOUT 
Amazon.com  and  eBay.  The  really 
big  business  traveling  through  the 
browser  isn’t  about  bestsellers  or 
Beanie  Babies.  It’s 
about  binder  clips 
and  ball  bearings, 
electric  power  and  electronic 
componen  ts — that  is,  the  stuff  that 
businesses  buy  from,  sell  to  and 
distribute  for  each  other. 

Business-to-business  e-commerce  over  the 
Internet  can  be  as  basic  as  a  manufacturer  putting 

up  a  bare-bones  Web  site  to  let  dis¬ 
tributors  securely  order  a  handful 
of  products;  it  can  be  as  complex  as 
a  distributor  offering  thousands  of 
customers  company-specific  pricing 
and  content,  complex  product 
configurators  and  near  real-time 


James  Hopper 

APPLIED  INDUSTRIAL 
TECHNOLOGIES 
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DO  YOU  REALIZE  THAT 
SOMEONE  IN  YOUR 
COMPANY  JUST  ORDERED 
A  *150  PENCIL? 


This  happens  all  the  time,  thanks  to  old-fashioned 


purchasing  procedures.  PeopleSoft  eProcurement  software 


automates  your  entire  purchasing  process  so  your 


employees  can  order  their  own  office  supplies  from  their 


desktops.  Because  PeopleSoft  eProcurement  is  integrated 


with  your  ERP  system,  all  purchases  are  automatically 


recorded  in  your  financial  and  distribution  systems,  which 


helps  control  purchasing  costs.  Plus,  it  saves  everybody 


time  by  steering  employees  toward  approved  items  and 


suppliers  via  the  Commerce  One  MarketSite.net™  business- 


to-business  portal.  Put  an  end  to  the  old  way  of  purchasing 


visit  our  website  or  call  for  more  information. 


Introducing  PeopleSoft  eProcurement 

Internet  purchasing  applications  for  the  desktop 

Buy  Online  •  Utilizes  Commerce  One  MarketSite.net ™ 

Cuts  Purchasing  Costs  •  Integrates  with  ERP  System 


Applications  for  eBusiness” 


www.peoplesoft.com 


888.773.8277 


©1999  PeopleSoft,  Inc.  PeopleSoft  l  the  PeopleSoft  logo  are  registered  trademarks  of  PeopleSoft  Inc.  Commerce  One,  Commerce  Chain,  BuySiteandMarketSite.net  are  either  trademarks  or  registered  trademarks  of  Commerce  One 
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system  and  supply  chain  integration. 

But  even  if  an  e-commerce  team  can 
get  incompatible  legacy  systems  to  work 
together,  there’s  no  guarantee  that  it  can 
get  the  company’s  marketing  and  IS 
departments  to  work  together — or  that 
it  can  mobilize  the  company  to  adopt 
new  business  models  at  Internet  speed. 
“They’ve  got  to  be  willing  to  change  the 
way  they  do  business  and  adopt  some 
new  business  models,  and  that’s  hard 
stuff,”  says  Doug  Cale,  a  partner  in 
charge  of  Deloitte  &  Touche  LLP’s 
global  Secure  e-Business  services.  “That’s 
70  percent  of  the  work,  where  the  tech¬ 
nology  piece  is  about  30  percent.” 


We  didn’t 
take  into 


account 
that  the 
sales  reps 
would 
view  our 


move  to 
the  Web  as  hostile.” 


access  to  inventory  levels  for  its  entire 
product  line.  Compared  with  traditional 
electronic  data  interchange  (EDI)  sys¬ 
tems  that  run  across  private  networks, 
Internet-based  business-to-business 
e-commerce  is  seen  as  less  of  a  headache 
to  implement,  especially  for  companies 
that  want  to  reach  smaller  customers 
and  suppliers  that  can’t  handle  EDI’s 
cost  and  complexity. 

Even  so,  rolling  out  a  business-to- 
business  e-commerce  site  is  not  so  easy — 
or  cheap:  Cambridge,  Mass. -based 
Forrester  Research  Inc.  puts  develop¬ 
ment  costs  at  $1.5  million  for  a  basic 
site  to  more  than  $15  million  for  the 
most  sophisticated  of  sites;  count  on 
spending  another  $700,000  a  year  to 
keep  up  a  basic  site  and  up  to 
$4  million  a  year  to  run  a  high-end  site. 


Most  of  the  costs  are  for  labor, 
Forrester  says  in  a  recent  report,  “What 
Business  Sites  Cost.”  In  addition  to  pro¬ 
grammers,  a  successful  e-commerce  team 
will  need  graphic  designers,  content 
creators  and  business  analysts.  Many 
companies  wind  up  having  to  do  a  lot 
of  application  development  in-house, 
tweaking  off-the-shelf  systems  and 
integrating  them  with  back-end 
systems.  A  CIO  can  expect  to  spend 
about  40  percent  of  his  or  her  com¬ 
pany’s  e-commerce  budget  on  content 
management,  data  cleansing,  and  legacy- 


-MARGARET  BOULINE,  V.P.  OF  I.S.,  AVIALL 
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car-pe  di-em  [[Latin]] 


carpe 

seize  the  day. 


applet 

the  power  of  e-business 

The  Internet  is  shaking  up  industries  and  reshaping 
every  aspect  of  business  life.  The  pace  is  fast.  The 
markets  wait  for  no  one.  The  winners  are  those  who 
can  leverage  the  Internet  today  to  transform  their 
customer,  supplier,  and  employee  relationships. 

But  how  do  you  seize  the  power  of  e-business 
before  your  competitors? 

You  turn  to  AppNet.  We  help  Fortune  1000  and 
dot-com  companies  use  the  Internet  to  create 
exciting  new  business  models.  And  we  don’t  just 
get  you  in  the  game.  From  the  storefront  to  the 
back  office,  we  provide  everything  you  need  to 
build  an  end-to-end  e-business  solution:  strategy 
consulting,  interactive  marketing,  e-business 
integration,  and  e-business  outsourcing. 

Soon,  every  business  will  be  an  e-business. 

AppNet  helps  you  seize  the  day  —  today. 

Call  us  toll  free  at  1-877-581-2400. 


www.appnet.com 
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With  Forrester  estimating  that  U.S. 
business-to-business  Internet  commerce 
will  grow  to  more  than  $1  trillion  by 
2003 — about  10  percent  of  business  sales 
overall — companies  that  do  not  yet  have 
an  effort  in  the  works  will  likely  feel 
increasing  pressure  to  get  one  underway, 
either  from  customers,  suppliers  or  more 
nimble  Net-commerce-enabled  competi¬ 
tors.  This  story  will  look  at  some  of  the 
biggest  political  and  technological  hurdles 
that  CIOs  can  expect  to  face  along  the 
way  and  offer  ways  to  overcome  them. 


commerce  strategy  or  to  even  acknowl¬ 
edge  that  it  needs  to  develop  a  strategy. 
Why?  An  e-commerce  effort  cuts  across 
the  org  chart,  so  either  no  one  wants  to 
own  the  effort  or  several  people  are 
vying  to  lead  it.  “They  spend  all  their 
time  trying  to  seize  the  future  rather 
than  trying  to  build  it,”  says  Jeffrey 
Nickerson,  a  partner  with  Pricewater- 
houseCoopers  in  New  York  City. 

Other  times,  a  company  can  run 
into  trouble  when  it  tries  to  launch  a 
business-to-business  e-commerce  site 


Getting  Beyond  the  Starting  Line 

Perhaps  the  biggest  obstacle  to  a 
company  implementing  a  successful 
B-to-B  e-commerce  effort  is  the 
company  itself — that  is,  the  com¬ 
pany’s  inability  to  agree  on  an  e- 


without  the  CIO’s  input,  using  what 
Forrester  Senior  Analyst  Laurie  Orlov 
calls  the  “toe  in  the  water”  approach: 
The  company  puts  up  a  simple  site  that 
offers  a  few  products  and  is  not  inte¬ 
grated  to  the  call  center  or  customized, 
just  to  see  if  there’s  any  customer  inter¬ 
est — and  since  the  site  doesn’t  offer 
much,  there  usually  isn’t  any  interest. 

The  best  way  to  overcome  corporate 
inertia  is  to  have  one  person  with  an 
e-commerce  vision  become  the  project 
leader  but  work  with  a  cross-functional 
team  to  sort  out  the  roles  of  each  depart¬ 
ment.  The  CIO  can  be  a  leader  of 


It’s  a  lot 
tougher 

:  i 

thought  to  be 
an  Amazon.com  in  a 
Barnes  &  Noble  structure.” 


-JAMES  HOPPER,  V.P.  OF  I.S.,  APPLIED  INDUSTRIAL  TECHNOLOGIES 
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Is  This  Your  Plan  for 

e-Business  Success 


TRANSFORM  YOUR  SUPPLY  CHAIN  INTO  AN  E-CHAIN 


Manugistics* 

working  as  one 


301-984-5263 

www.manugistics.com/e-chain 

@»CHmn 

SOLUTIONS 


You  know  that  in  the  race  for  Internet  riches,  it  takes  a  lot  more  than  wishing  to 
keep  your  company  ahead  of  the  competition. 

Yet,  many  companies  focus  their  e-strategies  only  on  front-end  business  processes, 
ignoring  opportunities  to  harness  the  power  of  the  Internet  to  cut  costs  out  of 
the  supply  chain. 

Manugistics  can  help  you  transform  your  supply  chain  into  a  true  e-Chain,  making 
your  procurement  and  logistical  operations  more  efficient  than  ever  before, 
increasing  profitability,  creating  new  revenue  opportunities,  and  fueling  corporate 
growth.  We’ve  already  created  innovative  supply  chain  solutions  for  Compaq, 
The  Limited,  Nabisco,  and  a  host  of  other  industry  leaders,  and  can  help  you  take 
advantage  of  the  e-Chain  opportunity  as  well. 

Don’t  leave  your  supply-side  success  to  chance.  Contact  Manugistics  now  to  get 
your  free  copy  of  the  proprietary  report  “Leveraging  the  Internet  to  Create 
Profitable  e-Chains,”  or  to  arrange  a  no-cost,  no-obligation  Manugistics 
e-Compass  ™  assessment. 


But  hurry,  the  genie  is  already  out... 


Copyright  ©  1999,  Manugistics,  Inc.  All  rights  reserved.  Manugistics,  the  Manugistics  logo,  and  "working  as  one"  are  registered  trademarks  and  Manugistics  e-Compass  is  a  trademark  of 
Manugistics,  Inc.  All  other  company  and  product  names  may  be  trademarks  and  are  the  property  of  their  respective  owners. 
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this  business-transforming  effort, 
Nickerson  says.  “In  the  past,  often  the 
CIO’s  role  was  really  reactive  to  a  bunch 
of  business  and  operational  pressures,” 
he  says.  “Some  CIOs  are  now  saying,  ‘I 
recognize  we  can  do  a  lot  more  with  this 
technology  than  we’re  doing.  I’m  going 
to  go  out  and  get  them  aligned  on  this.’” 

That  happened  at  Applied  Industrial 
Technologies,  a  $1.5  billion  industrial 
supplier  based  in  Cleveland.  After  the 
IS  department  spent  some  time  fooling 
around  with  Internet  commerce  tech- 


fulfilled  through  regional  distribution 
centers.  The  source  of  debate  between 
Hopper’s  group  and  the  marketing  and 
pricing  departments  is  pricing.  The  com¬ 
pany  does  not  set  national  retail  prices; 
instead,  pricing  varies  by  region  and  by 
customer.  “The  hard-charging,  Internet 
time-dependent  IS  group  wants  to  put  a 
very  competitive  price  out  there,” 
Hopper  says.  “The  traditional  brick- 
and-mortar  business  says,  ‘We  have  to 
understand  who  the  customer  is  before 
we  can  charge  the  price.’” 


Marketing  and  IS  departments  need 


in  eliminating  our  jobs,’”  says  Bouline. 

Bouline  tried  pitching  the  site  as  a 
boon  for  the  salespeople,  since  letting 
customers  take  care  of  routine  orders 
and  quotes  online  would  free  the  sales 
reps  to  develop  deeper  relationships  and 
win  new  customers.  The  reps  also 
received  commissions  for  orders  placed 
over  the  Web.  But  they  still  resisted  the 
site.  Bouline  finally  figured  out  why: 
Aviall’s  sales  reps  view  the  great  cus¬ 
tomer  service  they  offer  as  a  way  to  dis¬ 
tinguish  the  company  from  other  dis¬ 
tributors.  “What  we 
were  doing  wrong  was 
saying,  ‘Here’s  this  won¬ 
derful  e-commerce  sys- 


nology  in  an  R&D  mode, 

James  Hopper,  Applied’s 
vice  president  of  IS, 
approached  the  CEO 
about  becoming  the  leader  of  a  Web 
commerce  effort.  “Since  IS  cuts  across 
all  of  the  functional  areas,  we  felt  we 
were  in  a  unique  position  to  move  the 
e-commerce  initiative  along,”  Hopper 
says.  The  IS  department  also  had  more 


to  change  the  way  they  do  business 


Smoothing  Channel  Conflict 

Hopper’s  not  the  only  IS  leader  to  find 
that  the  CEO’s  buy-in  on  a  business-to- 
business  e-commerce  effort  doesn’t  guar¬ 
antee  the  project  a  turbulence-free  flight. 
Just  ask  Margaret  Bouline,  vice  president 


and  adopt  some  new  business  models, 


than  a  dozen  people  who  it  could 
immediately  redirect  to  e-commerce, 
while  the  marketing  department  would 
have  had  to  start  a  whole  new  group. 
Plus,  Hopper  had  previous  experience 
running  his  own  business  before  join¬ 
ing  Applied.  In  June  his  group  launched 
an  order-entry  Web  site,  called 
AppliedAccess,  that  lets  existing  cus¬ 
tomers  order  from  Applied’s  one- 
million-plus  item  product  line;  the  Web 
site  is  seen  as  a  replacement  for 
Applied’s  old,  terminal-based  online 
ordering  system. 

Speaking  from  a  year-and-a-half’s 
experience  as  an  e-commerce  leader, 
Hopper  says  he’s  found  it  a  lot  tougher 
than  he  thought  it  would  be  to  try  to  be 
“Amazon.com  within  a  Barnes  & 
Noble  type  of  structure.”  For  example, 
Applied  is  now  considering  building 
another  Web  site  that  would  target  new, 
nontraditional  customers  who  don’t 
already  have  relationships  with  the 
company’s  local  branches;  those  orders 
would  be  placed  with  credit  cards  and 


tern,  and  here’s  how  it’s  going  to  benefit 
you  and  Aviall,’”  Bouline  says.  “We 
should  have  been  saying,  ‘Look  at  what 
a  wonderful  tool  this  is  for  your  cus¬ 
tomer.’” 

For  the  second  phase  of  its  e-com- 
merce  effort,  designed 
and  implemented  with 
the  help  of  C-bridge 
Internet  Solutions,  a 
Cambridge,  Mass.- 
based  Internet  consulting  and  services 
company,  Aviall  took  a  much  more 
cross-functional,  customer-centric 


of  IS  at  Dallas-based  Aviall  Inc.,  a 
$400  million  aviation  parts  distributor. 
Back  in  1996,  a  few  weeks  after  an 
upper-management 
shakeup  brought 
in  a  new  CEO, 

Bouline  hounded 
the  CEO  until  he 
approved  a  $250,000  budget  for  a 
Web-based  order-entry  system.  Little 
did  Bouline  know  that  her  project’s 
success  would  depend  on  a  con¬ 
stituency  far  from  the  corner  office: 
Aviall’s  300  sales  reps  around  the 
globe.  Fearing  their  jobs  were  at 
stake,  she  says,  they  badmouthed 
the  site  to  customers  and  told 
them  not  to  use  it.  Bouline  was 
caught  off-guard.  “We  didn’t 
take  into  account  that  the  sales 
reps  would  view  it  as  a  hostile 
move  and  paint  the  much  big¬ 
ger  picture  that  ‘this  is  the  first  step 


-DOUG  CALE,  PARTNER,  DELOITTE  &  TOUCHE 
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Right  Information. 


Categorized,  intuitive  access 

[  enterprise  data,  documents,  web  assets  ] 


Right  Person. 

Personalized,  secure  access 

[  employees,  partners,  customers  ] 


Right  Time. 

On-demand,  anywhere 

[  desktop,  laptop,  portable  device  ] 


Delivering  the  right  information  to  the  right  person  at 
the  right  time  via  the  Internet  is  the  formula  that  drives 
DataChannel.  That  formula  is  the  definition  of  a  successful 
e-business.  DataChannel  has  the  most  powerful  e-business 
solution  available:  an  XML-based  enterprise  information  portal. 
Our  portal  simplifies  your  e-business  interactions  by  unlocking 
your  enterprise  information.  Now,  everyone  across  your  enterprise 
—  employees,  customers,  partners  —  can  access  and  publish 
information,  any  place,  any  time,  through  a  secure,  personalized 
web  interface. 

[  Advancing  the  way  the  world  does  e-business.  ] 


Enterprise 

Information 

Portal 


the  people 


Come  see  how  we  can  help 
you  build  the  most  powerful 
enterprise  portal  available. 

Fall  Internet  World  ‘99 
Booth  #2335 


[  www.datachannel.com  /  1.877.XML.3396  ext.  1000  ] 


©  1999  DataChannel,  Inc.  AJI  rights  resen/ed.  All  company  and  product  names  included 
in  this  document  may  be  trademarks  or  registered  trademarks  of  their  respective  companies. 
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Do  you  spend  more  time  thinking  about  your  network  going  down 


than  your  ROI  going  up?  Are  you  dragged  into  pedestrian  problems  with  your 


LAN  or  your  WAN?  Or  with  help  desk  support?  Or  security?  You  shouldn’t  be.  You 


should  be  dealing  with  the  biggest  challenge:  how  your  IT  systems  can  make  your 


business  more  productive ,  more  cost-efficient ,  and  more  profitable.  DOlVt  WOITy. 


We’re  GTE  Communications  Corporation.  We’re  part  of  one  of  the  largest,  most 


experienced,  most  innovative  communications  companies  in  the  world.  And  we’re 


here  to  help  you.  Because  we  have  the  products,  the  services,  and  the  scalability 


to  meet  your  varying  needs.  With  solutions  that  give  you  the  maximum  advantage 


and  minimize  your  risk.  For  your  broadest  range  of  problems,  GTE  Communications 


has  solutions.  Solutions  that  let  you  focus  on 


the  issues  that  truly  excite  you,  because  they  are 


critical  to  keeping  your  company  competitive. 


GTE  COMMUNICATIONS 
CORPORATION 


We  focus  on  your  network ,  so  you  can  focus  on  your  business. 
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« 


will  eat  their  lunch.”  The  challenge  for 
companies  is  to  spell  out  the  role  of  the 
Web  site  so  that  different  channels  com¬ 
plement  each  other:  The  site,  for  exam¬ 
ple,  can  serve  customers  or  sell  products 
that  can’t  be  cost-effectively  served  or 
sold  through  the  traditional  sales  force. 
To  optimize  channels  effectively,  com¬ 
panies  must  measure  the  Web’s  impact 
on  other  channels — that  is,  find  out 
whether  the  Web  is  serving  customers 
the  company  reached  through  other 
channels  but  doing  so  at  a  lower  cost  or 
whether  it  is  actually  bringing  in  new 
customers  and  new  rev¬ 
enue — and 


Writing  the 
data  cases  for 
the  shell  of  the 
data  gateway 
was  the 
hardest  part.” 


PETER  DUPRE,  CIO,  W.B.  MASON 


feel  comfortable  demonstrating  it  live. 

Channel  conflict  concerns — over  sales 
rep  commissions,  pricing  or  who  will  be 
responsible  for  servicing  customers 
drawn  in  over  the  Web — are  fairly  com¬ 
mon  when  a  company  starts  to  use  the 
Web  as  an  order-taking  channel,  analysts 
say.  While  maintaining  the  status  quo, 
such  as  continuing  to  give  sales  reps 
commissions,  is  one  way  to  keep  the 
peace,  that  strategy  is  only  temporary, 
cautions  Kathy  Biro,  cofounder  and 
CEO  of  Strategic  Interactive  Group, 
a  Boston-based  Web  consultancy. 
“Eventually,  one  has  to  tag  sales  based 
on  where  the  value  was  created,”  Biro 
says.  “The  problem  these  companies 
have  is  that  if  they  do  that  out  of 
the  box,  the  salesmen 


approach  to  rolling  out  an  improved 
site.  The  company  hammered  out  its 
new  e-commerce  strategy  in  conjunction 
with  an  overhaul  of  its  overall  sales 
strategy.  The  committee  overseeing  the 
sales  revamp,  which  includes  Bouline, 
the  vice  presidents  of  sales  and  market¬ 
ing,  and  the  CFO,  identified  target  mar¬ 
ket  segments,  brought  in  customers  and 
Aviall  business  people  from  those  seg¬ 
ments  and  asked  them  what  problems 
they  had  and  how  e-commerce  could 
help  solve  them.  And  the  pitch  to  the 
sales  reps  has  also  stressed  the  customer- 
service  benefits.  Every  rep  has  also 
received  a  kit  explaining  how  to  use  the 
new  Web  site,  which  was  launched  in 
August,  and  what  speaking  points  to  use 
to  sell  it,  along  with  a  canned  demo 
on  a  CD-ROM  for  reps  who  did  not 
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If  they  don't  forward  It  to  ten  pec)pte  immediately,  scalability,  ii  also  has  real-time  management  tools  to  keep 

it's  bad  luck.  It  they  do.  it's  mail  server  meltdown  —  bad  you  on  top  oi  everything  that's  coming  and  going.  And  the 

lurk  tor  you.  Unless  you've  got  Sendmail  Pro  .  It's  the  latest  anti-spam  tools  and  service  and  support  programs 

(  ommerc  ial  version  of  the  mail  transfer  agent  that  powers  ✓  for  days  when  luck  just  isn  t  going  your  way.  Stay  a 

7  v:„  of  the  Internet's  mail  server  s  today.  Sendmail  Pro  /  step  ahead  by  calling  Sendmail,  Inc.  at  1-87-SENDMAII 

provides  more  than  graphical  eontiguralion  for  easy  today.  Or  visit  us  on  the  web  at  www.sendmail.rom 
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change  the  role  of  the  other  channels 
accordingly.  “If  I  don’t  do  that,  all  I’m 
doing  is  adding  cost,”  Biro  says. 

Taming  the  Technology 

EYOND  THE  STRATEGIC  SNA- 
fus  that  can  stand  in  the  way  of 
a  business-to-business  e-com¬ 
merce  effort,  CIOs  have  to 
overcome  serious  technological  hurdles, 
chief  among  them,  legacy-system  inte¬ 
gration.  At  Aviall,  for  example,  the  sales 
force  was  segmented  by  what  products 
they  used:  airline  sales  used  one  legacy 
system,  general  aviation  used  another, 
and  the  Australian  group  used  another, 
Bouline  says.  The  company’s  first  order- 
entry  Web  site  did  not  even  attempt  to 
integrate  with  these  home-grown,  back¬ 
end  systems;  orders  entered  online  gen¬ 
erated  e-mail  forms  that  went  to  sales 
reps,  who  rekeyed  orders  into  the  appro¬ 
priate  system — -hardly  an  efficiency 
booster.  But  when  Bouline  embarked  on 
a  Y2K-influenced,  $8  million  infra¬ 
structure  upgrade,  she  chose  an  Internet- 


ready  ERP  system  offered  by  St.  Paul, 
Minn. -based  Lawson  Software,  called 
Lawson  Insight,  that  would  make  it  eas¬ 
ier  to  roll  out  Web  ordering  for  the  sec¬ 
ond-generation  site.  In  the  future,  she 
hopes  to  be  able  to  use  the  system  to  link 
to  supply  chain  partners — for  example, 
to  let  a  supplier  see  what  inventory 
Aviall  has  so  that  the  supplier’s  sales  rep 
can  sell  off  excess  inventory  in  Aviall’s 
warehouse. 

At  office  supply  distributor  W.B. 
Mason,  CIO  Peter  Dupre  found  that 
using  an  off-the-shelf  e-commerce  pack¬ 
age  from  Ironside  made  the  task  of 
legacy-system  integration  easier.  “They 
give  you  a  shell  of  a  data  gateway  that 
has  all  the  routines  written  in,  and  you 
have  to  write  the  data  cases,”  Dupre 
says.  “It  was  the  hardest  part  [of  the  roll¬ 
out],  but  we  did  it  in  30  days.”  At 
Applied  Industrial,  meanwhile,  Hopper’s 
e-commerce  team  turned  to  extensible 
markup  language  (XML)  to  integrate  its 
home-built  Web  site  and  its  Cobol  order- 
entry  processing  system.  Unlike  HTML, 


which  just  marks  up  text,  XML  lets 
developers  write  custom  tags  to  identify 
objects.  Beyond  using  XML  to  solve  its 
interoperability  problems,  Applied  made 
the  decision  to  reengineer  its  processes 
to  be  XML-centric — that  is,  to  build 
code  components  that  can  be  easily  com¬ 
bined  or  reorganized.  It  is  now  starting 
to  use  XML  as  a  way  to  bridge  the  gap 
between  its  systems  and  suppliers’  and 
customers’  systems.  “By  sharing  XML 
definitions  and  access  points  with  our 
trading  partners,”  Hopper  says,  “we  can 
perform  systems  integrations  on  a  much 
more  rapid  time  line,  independent  of  the 
systems  or  platforms  with  which  we  are 
interfacing.” 

The  legacy-system  integration  issue 
becomes  even  more  complex  for  com¬ 
panies  that  have  data  about  individual 
customers  scattered  across  several  dif¬ 
ferent  databases  and  want  to  get  a  single 
view  of  a  customer’s  business  with  the 
company.  David  Stoltzfus,  CTO  of 
Logical  Design  Solutions  Inc.,  a  New 
York  City-based  Web  consulting  com- 


pany,  gives  this  example:  A  large  finan¬ 
cial  services  institution  may  offer  several 
products — brokerage,  mutual  funds, 
insurance,  credit  cards,  savings 
accounts — but  each  product  may  be 
managed  by  its  own  legacy  accounting 
system.  There’s  no  easy  way  to  link  all  of 
these  accounts  together  to  let  a  customer 
see  his  or  her  entire  portfolio  of  products 
without  having  to  be  authenticated  for 
each  account.  “It’s  the  single  most  expen¬ 
sive  problem  to  fix,”  Stoltzfus  says.  To 
overcome  that  problem,  many  financial 
services  organizations  have  started  to 
create  an  enterprisewide  “customer 
information  file”  that  sits  on  top  of  leg¬ 
acy  systems  and  has  cross-reference  keys 
to  a  customer’s  accounts.  That  way, 
Stoltzfus  says,  the  customer  can  log  in 
once  and  access  all  accounts.  To  imple¬ 
ment  this  kind  of  solution,  companies 
need  to  make  changes  to  their  legacy  sys¬ 
tems  so  that  changes  in  customer  infor¬ 
mation  also  make  changes  to  the  cus¬ 
tomer  information  file;  they  also  need  to 
do  some  serious  data  scrubbing  and 


extensive  testing  and  verification. 

Another  hurdle  is  offering  24/7  avail¬ 
ability  to  data,  since  most  back-end  sys¬ 
tems  are  designed  to  run  some  type  of 
batch  cycle  at  night,  Stoltzfus  says.  “That 
becomes  a  really  big  issue  because  the 
expectations  on  the  Net  are  that  it  is 
always  available,”  Stoltzfus  says.  Data 
replication  is  one  way  to  work  around  the 
data  availability  problem.  But  CIOs  must 
decide  whether  it’s  worth  the  expense  of 
replicating  data  every  15  minutes  or 
whether  it  can  wait  every  15  hours. 

Don’t  make  the  mistake  of  thinking 
that  business-to-business  sites  don’t  need 
to  offer  personalization,  Forrester’s 
Orlov  says.  “Business  buyers  have  com¬ 
pany  characteristics  that  distinguish  one 
from  another,  and  they  also  have  indi¬ 
vidual  roles  and  responsibilities,  autho¬ 
rization  levels,  and  products  they  buy 
over  and  over  again,”  Orlov  says. 
“Without  any  form  of  customization, 
you  can’t  trigger  cross-sells  or  upsells.” 
In  addition,  security — confidentiality, 
privacy,  protection  of  proprietary  data 


through  cryptography  and  authentica¬ 
tion — is  crucial  to  building  trust  with 
business  partners.  In  many  cases,  notes 
Deloitte  &C  Touche’s  Cale,  a  company 
may  not  be  able  to  anticipate  how  sen¬ 
sitive  data  is  to  its  customers  or  partners. 
His  advice:  “If  you’re  setting  up  an 
extranet  with  a  business  partner’s  data 
on  it,  you  need  to  assume  the  worst  and 
provide  strong  protection.” 

Navigating  these  strategic  and  tech¬ 
nological  hurdles  may  sound  like  a  tall 
order  to  some  CIOs.  But  to  others,  the 
challenges  of  implementing  a  sophisti¬ 
cated  business-to-business  commerce  site 
represent  the  next  frontier  for  them  per¬ 
sonally  as  well  as  for  the  company.  “For 
years  and  years,  we’ve  been  automating 
back-office  systems,  like  accounting  and 
purchasing,”  says  Applied  Industrial’s 
Hopper.  “What  are  [we]  going  to  do  for 
the  next  hundred  years  that’s  going  to 
add  value  to  the  business?”  EEI 


Senior  Writer  Sari  Kalin  can  be  reached 
at  skalin@cio.com. 


There’s  nothing  more  important  to  your  business  than  making 
sure  its  communications  network  is  running  smoothly.  So  it 
helps  if  your  provider  has  a  strong  uptime  guarantee  and  a 
vigilant  network  monitoring  system.  It’s  even  better  if  they 
have  comprehensive  service  level  agreements  that  actually 
mean  something.  And  if  they  also  have  a  web  tool  that  lets  you 
look  at  ping  times,  packet  delivery,  and  routing  information  any 
time  you  like,  you  might  actually  feel  comfortable  enough  to 
get  some  sleep. 

Electric  Lightwave  does  all  that.  Our  nationwide  Internet 
backbone,  and  our  longhaul  and  data  networks  are  among  the 
country’s  most  robust  and  reliable. 

Look  at  it  this  way: The  information  on  your  network  is  the 
bond  between  your  company  and  its  customers  -  and  that 
makes  it  your  most  valuable  asset.  To  talk  to  a  provider  who 
will  keep  an  eye  on  it,  call  us  at  1-800-9-TRY-ELI.  Or 
check  us  out  at  www.eli.net  today. 


HH ELECTRIC 
^LIGHTWAVE 


The  new  medium  of  exchange. 


fQ  Cisco 

Powered  Network- 


Watch  over  it. 


ILLUSTRATION  BY  ART  VALERO 


E-COMMERCE  STRATEGIES:  GOVERNMENT  PROCUREMENT 


When  revolutionary  procurement  theory  meets  the  realities  of 
government-as-usual,  something’s  got  to  give 

By  Art  Jahnke 


NYONE  WHO  DOUBTS  THE 
promise  of  Multi-State  EMail  need 
only  peek  into  the  lOth-floor  office 
of  Project  Manager  Nancy  Burke  in 
Boston.  There,  piled  floor  to  ceiling,  are  black-and- 
white  cow-print  boxes  of  Gateway  computers,  all 
picked  up  at  a  bargain-basement  price  thanks  to 


buyer  clout,  and  that  means 
lower  prices.  EMail,  which 
started  in  April  1998,  had  its 
first  live  transaction  in  October 
1998  and  ended  last  month, 
was  an  effort  to  prove  that,  if 
multiple  states  throw  their  buy¬ 


Reader  ROI 


READ  THIS  PIECE  TO  LEARN 

►  The  potential  of  a  pro¬ 
curement  pilot 

►  The  political,  policy  and 
contractual  issues  that 
sometimes  transcend 
technology 

►  Why  large-scale  procure¬ 
ment  plans  can  fail 


an  EMail-related  deal  with  the  state  of  Utah. 


ing  power  together  in  an  online  mall,  they  will  save 


The  principle  behind  the  five-state  online  pro¬ 


money  with  lower  prices  and  save  time  with  an 


curement  pilot  is  simple:  More  buyers  means  more  easier  purchasing  system. 
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Come  Buy  with  Me 

EMail  directors  asked  each  participating  state 
to  invite  vendors  to  sell  in  the  multistate  online  mall. 
Some  states  brought  more  vendors  than  others. 

Massachusetts 

ASAP  Software 
CompuCom 
Fisher  Scientific 
Home  Depot 
Maintenance  Warehouse 
VWR  Scientific  Products 


"To  make  this  work,  you  have  to  reach  the  right 
kinds  of  people  in  an  organization;  you  have  to 
reach  the  people  with  a  vision." 

[I  -Nancy  Burke,  Director  of  MIS,  Operational  Services 

ik  Idaho 

Micron  Electronics 

"It's  not  as  viable  as  i  think  it  could  be." 

-Jan  Cox,  Administrator,  Division  of  Purchasing 

^  New  York 

Boise-Cascade  Office  Products 
Nashua  Corp. 

United  Stationers  Supply 
Xerox 

"Shopping  was  convenient  and  easy, 
but  I'm  not  sure  that  it  saved." 

-Dixon  Ross,  Assistant  Director  of  Procurement  Services 


★  Texas 

Dell  Computer 
Midway  Auto  Parts 
W.W.  Grainger 

"We  joined  EMail  because  we  thought  it  would 
benefit  other  states.  Our  vendors  have  had 
trouble  getting  up  and  running." 

-Jamie  Speigel,  Programs  Director  in  Central 
Procurement  Services 


But  despite  the  clarity  of  the  underlying  princi¬ 
ple,  its  proof  is  not  yet  in  the  pudding;  the  opera¬ 
tion  of  EMail  has  been  hindered  by  the  stuff  that 
drags  on  all  business,  virtual  or  otherwise.  State  reg¬ 
ulations  make  it  difficult  for  buyers  in  one  state  to 
buy  from  vendors  brought  to  EMail  by  another 
state.  Cumbersome  technological  hurdles  have 
caused  some  vendors  to  quit  the  project  altogether. 
Add  to  that  the  possibility  that  another,  similar  sys¬ 
tem  could  deliver  all  the  advantages  of  EMail  at  a 
lower  cost.  And,  finally,  partner  states  have  failed 
to  commit  to  EMail,  at  least  until  they  have  a  bet¬ 
ter  idea  of  the  costs  of  participation. 

Now,  at  the  end  of  the  pilot  test,  all  of  these 
snags — real  or  imagined — combine  to  threaten 
EMail’s  evolution  from  a  pilot  project  to  a  fully 
functioning  procurement  system. 

“For  this  multistate  mall  to  move  forward,”  says 
Burke,  who  is  the  director  of  MIS  of  the  Opera¬ 
tional  Services  Division  for  the  commonwealth  of 
Massachusetts,  “Massachusetts  needs  a  commit¬ 
ment  from  other  states  that  they  would  be  willing 
to  participate  in  a  self-sustaining  model — one  where 
there  would  be  some  initial  investment  but  where, 
in  the  long  term,  the  payback  would  more  than  off¬ 
set  that  investment.” 

And  while  EMail  architects  in  Massachusetts  say 
they  are  pleased  with  the  pilot,  EMail  coordinators 
in  the  four  other  states — Idaho,  New  York,  Texas 
and  Utah — are  reserved  in  their  praise.  Not  one  will 
commit  to  sticking  with  the  project  if  it  does  pro¬ 
ceed  to  the  next  phase. 

The  EMail  pilot  project,  a  year-long  $400,000 
venture  between  the  states  and  20  suppliers,  reveals 
the  difficulties  of  evaluating  the  potential  of  an 
e-commerce  system  when  the  assessment  is  based 
only  on  a  scaled-down  prototype  and  is  burdened 
with  the  kind  of  cultural  baggage  that  litters  orga¬ 
nizations  as  large  and  as  slow  as  state  governments. 
Many  of  the  problems  of  the  EMail  pilot  are  famil¬ 
iar  to  change  agents  who  have  tried  to  use  Web 
technology  to  move  business  to  a  more  efficient 
level,  and  they  will  continue  to  plague  that  major¬ 
ity  of  startup  ventures  that  lack  the  funding  to  build 
a  complete  and  final  project  right  out  of  the  gate. 


Attention  EMail  Shoppers 


★  Utah 

Gateway 
Office  Depot 


"If  it  continues  to  move  at  the  same  pace  of 
getting  vendors  online,  I  don't  know  that 
we'd  be  interested." 

-Utah  CIO  David  Moon 


The  idea  for  EMail  bubbled  up  about  two  years 
ago  in  the  offices  of  Gary  Lambert,  then  deputy 
state  purchasing  agent  for  Massachusetts,  and 
William  Kilmartin,  the  comptroller  of  the  com¬ 
monwealth  of  Massachusetts.  Lambert  and 
Kilmartin  knew,  of  course,  that  when  suppliers 
negotiated  with  states,  the  price  was  likely  to 
decrease  as  the  potential  of  the  market  increased. 
They  knew  also  that  purchasing  could  be  a  frus¬ 
trating  and  time-consuming  task.  Studies  by  the 
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Bridge  (brij)  n.  A  structure  spanning  and  providing  passage  over  a  waterway,  railroad,  or  other  obstacle. 

Conclave  (kon'klav')  n.  A  solution  spanning  and  providing  access  to  your  enterprise  information  over  the 
Internet,  Intranet,  Extranet,  or  other  obstacle. 


Let  Conclave  be  your  bridge. 
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Please  call  for  more  information  about  Conclave  ond  our  FREE  WHITE  PAPER:  Achieving  Centralized  Access  Control  Across  the  enterprise 
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National  Association  of  Purchasing  Management  had 
indicated  that  the  cost  of  processing  a  typical  com¬ 
modity  purchase  order  of  less  than  $500  was  between 
$120  and  $150.  And  while  much  corporate  purchas¬ 
ing  had  migrated  to  electronic  data  interchange  (EDI), 
purchasing  for  most  state  agencies  did  not.  That  was 
because  state  regulations  required  that  contracts  be 
put  out  to  bid  to  many  small  sup¬ 
pliers — suppliers  whose  tight  bud¬ 
gets  and  lack  of  technological 
expertise  made  EDI  an  unlikely 
option.  The  Internet,  however, 
offered  vendors  a  chance  to  conduct 
e-commerce  at  a  fraction  of  the  costs 
of  EDI.  Lambert  and  Kilmartin  were 
willing  to  bet  that  suppliers  as  well 
as  state  purchasers  would  flock  to 
exploit  their  newfound  abilities. 

In  designing  EMail,  the  Mass¬ 
achusetts  team  chose  to  use  the  secu¬ 
rity,  formatting  and  design  standards 
outlined  in  Open  Buying  on  the 
Internet  (OBI)  largely  because  they 
had  been  endorsed  by  the  Internet  Pur¬ 
chasing  Roundtable,  a  group  of  Fortune  500  compa¬ 
nies  and  their  suppliers,  and  because  they  were  sup¬ 
ported  by  the  American  Express  Co.,  Visa 
International  and  MasterCard  International  Inc. 

John  Harrison,  supplier  coordinator,  points  out 
another,  more  subtle  advantage  of  OBI.  “Catalog  data 
is  ephemeral,”  says  Harrison.  “SKUs  change,  prices 
change  and  versions  change.  The  OBI  model  says  to 
manage  the  data  where  the  data  is  owned.  The  sup¬ 
plier  owns  the  data,  so  let  them  keep  that,  and  let  them 
keep  the  catalogs  up  to  date.” 

The  team  agreed  that  the  legacy  accounting  systems 
used  by  the  many  agencies  in  different  states  could  not 
be  standardized,  at  least  not  for  the  EMail  test  pilot. 
So  the  EMail  team  decided  that  the  pilot  shouldn’t 
bring  the  payment  for  goods  into  the  system. 
Payments  would  be  made  in  whatever  ways  they  had 
been  made.  The  EMail  pilot  would  limit  its  scope  to 
ordering,  a  function  that  promised  plenty  of  advan¬ 
tages.  Lambert  hoped  the  new  system,  then  called  the 
Desktop  Procurement  Project,  could  reduce  transac¬ 
tion  costs,  drive  down  product  prices  and  capture 
information  about  purchases  that  would  help  the 
project  owners  negotiate  even  better  prices  the  next 
time  around. 

By  October  1998,  EMail  had  lined  up  its  four  part¬ 
ner  states.  Lambert’s  idea  was  that  each  state  would 
bring  to  EMail  at  least  one  vendor,  and  as  he  sus¬ 
pected,  many  vendors  seemed  eager  to  get  in  the  game. 
EMail,  after  all,  promised  new  business  opportuni¬ 
ties,  lower  transaction  costs  and  possibly  more 
timely  payments. 

Massachusetts  brought  several  suppliers  to  EMail. 
They  included  ASAP  Software  Express  Inc.,  Fisher 
Scientific  International  Inc.,  The  Home  Depot  Inc., 
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Maintenance  Warehouse,  and  VWR  Scientific 
Products  Corp.  New  York  brought  Boise  Cascade 
Office  Products  Corp.,  Nashua  Corp.,  United 
Stationers  and  Xerox  Corp.  Texas  brought  Dell 
Computer  Corp.,  Midway  Auto  Parts  Inc.  and  W.W. 
Grainger  Inc.  Utah  brought  Gateway  Inc.  and  Office 
Depot  Inc.,  and  Idaho  promised  to 
bring  in  Micron  PC  Inc. 

Vendors  were  psyched;  states 
were  psyched  and  Massachusetts 
Comptroller  Kilmartin  was  talking 
about  a  revolution. 

Eleven  months  later,  in  August 
1999,  the  Massachusetts  EMail 
team  was  still  talking  about  a  rev¬ 
olution,  but  it  looked  like  the  rev¬ 
olution  might  be  happening  else¬ 
where.  Both  Kilmartin  and 
Lambert  had  left  state  govern¬ 
ment  for  jobs  in  the  private  sector, 
building  systems  similar  to  EMail 
for  American  Management 
Systems  instead.  On  EMail,  the 

total  value  of  goods  bought  by  215  pilot  depart¬ 
ments  in  five  states  was  a  mere  $368,000,  and  coor¬ 
dinators  in  most  states  were  unconvinced  of  the  proj¬ 
ect’s  value. 

In  Texas,  where,  as  elsewhere,  purchasing  agencies 
were  hamstrung  by  regulations  requiring  competitive 
bidding,  not  a  single  order  had  been  placed.  In  Utah, 
where  there  had  been  20  orders  for  goods  worth  a 
total  of  $142,000,  state  CIO  David  Moon  complained 
about  the  time  it  took  to  get  vendors  online.  “If  it  con¬ 
tinues  to  move  at  the  same  pace,”  said  Moon,  “I  don’t 
know  that  we’d  be  interested  in  continuing.  We  might 
be  able  to  bring  our  own  vendors  online  more  quick¬ 
ly.”  In  Idaho,  where  agencies  had  placed  16  orders 
worth  a  total  of  $34,000,  the  sole  vendor  brought  by 
the  state  to  EMail,  Micron  Electronics,  had  so  much 
trouble  configuring  its  system  to  OBI  standards  that 
it  had  given  up  on  the  project.  And  in  New  York, 
where  agencies  made  24  purchases  worth  just  more 
than  $5,000,  neither  vendors  nor  purchasers  were 
ready  to  go  by  March,  when  the  end  of  the  fiscal  year 
brought  the  buying  season  to  a  close. 

Dixon  Ross,  New  York  assistant  director  of  the 
procurement  services  group,  now  says  the  test  has 
been  a  good  experience,  but  he  won’t  commit  to  stick¬ 
ing  with  the  program  if  it  continues  beyond  the  test 
period.  “There  are  certain  advantages  to  participat¬ 
ing  with  other  states,”  says  Ross,  “but  there  is  also 
extra  work.  So  far  the  big  advantage  to  us  is  that  is 
has  been  free.” 

Ross  says  that,  to  compete  with  other  procurement 
systems,  EMail  will  have  to  allow  buyers  to  use  pro¬ 
curement  cards  and  to  compare  prices  of  different  ven¬ 
dors  instantaneously.  “That’s  the  sizzle  of  doing  this,” 
says  Ross.  “Right  now  EMail  is  just  an  order-entry 
system.  We  understand  that  it  is  just  a  pilot  and  it  has 
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purchase  of  less 
than  $500  was 
between  $120 
and  $150. 


$30  billion  in  sales. 

822  stores. 
50,003  products. 


“Castanet  provides  us  with  a  single 
distribution  infrastructure  for  every 
application  across  all 
of  our  platforms.  This 
is  very  powerful  and 
will  drastically  limit 
our  support  and 
training  costs.” 


Mike  Anderson 

VP  of  Information  Systems 


One  powerful 
management  solution 
from  Marimba. 

It’s  no  wonder  Home  Depot  looks  to  the  power  of  Marimba’s  Castanet®  to 
help  support  their  expanding  real-time  data  needs.  After  all,  Castanet’s 
integrated  product  suite  seamlessly  supports  Home  Depot’s  application 
distribution,  management,  and  maintenance,  across  multiple  platforms 
and  network  infrastructures — all  while  lowering  support,  training,  and 
administration  costs.  The  power  of  Marimba.  It’s  how  the  best  futures  are  built. 

Get  our  demo  CD  by  visiting  www.marimba.com/cd2 


marimba* 


©  Copyright  1999  Marimba,  Inc.  All  rights  reserved  Castanet  and  Marimba  are  registered  trademarks  of  Marimba,  Inc.  All  other  trademarks  are  properties  of  their  respective  owners 


NetworkWorUB 


\£  mBBSSSm 


fT  Leslogiciels 


ChannefWorld 


Communicator 


fjg£|  NetworkWorld  u 


M4r% 


/» (ififtawtx 


3Com 


COMPUTER 


COMPUTER 


i  World 


Cl 


M 


1 


am  Compute#'. 
U*cn«t;  R*d«| 


With  buying  decisions  moving  at  such  a 
frenetic  pace,  trusted  information  is  more 
critical  than  ever.  Which  is  why  technology 
buyers  turn  first  to  IDG  publications.  For  more 
than  30  years,  IDG's  award-winning  editorial  has 
captured  every  critical  trend,  product,  issue  and 
personality  of  the  Information  Age.  Through  our 
leading  technology  publications,  we  provide 
honest,  insightful  analysis  based  on  the  needs 
of  IT  decision  makers.  Answers  that  enable 
sounder  buying  decisions.  Decisions  that  are 
driving  digital  society. 

Whether  it's  IS  or  networking  executives,  technology 
savvy  managers,  systems  integrators,  or  sophisticated 
end  users,  more  forward-thinking  marketers  rely  on 
IDG's  trusted  brands  in  the  US  and  around  the 
world.  The  290  publications,  225  Web  sites, 
research,  books  and  tradeshows  that  are  helping 
to  define  the  Information  Age. 

Answers  for  the  Information  Age 


IDG 

INTERNATIONAL  DATA  GROUP 

http//www.  idg.com 


it  ^"rtsc^en 

«ir*? 

\ 


a  •  n  - 


tljpn mr 


E-COMMERCE  STRATEGIES:  GOVERNMENT  PROCUREMENT 


been  treated  that  way,  but  there  is  a  lot  more  poten¬ 
tial  for  this  stuff  than  is  offered  here.” 

Too  Little,  Too  Late 

In  Boston,  Nancy  Burke  says  that  was  the  point. 
“What  we  really  hoped  would  happen  from  this  is 
that  other  states  would  see  that 
potential,”  says  Burke.  “We  hoped 
that  would  motivate  them  to  over¬ 
come  some  of  the  problems.” 

The  biggest  and  most  widespread 
problems,  says  Burke,  were  the 
restrictions  on  which  vendors  a 
state  agency  could  use.  In  Mass¬ 
achusetts,  she  says,  those  problems 
were  solved  when  procurement 
reform  legislation  changed  the 
wording  of  state  requirements 
from  “lowest  price”  to  “best  value” 
and  made  the  requirement  for 
eligible  vendors  “open,  fair  and 
competitive  solicitation.”  Con¬ 
sequently,  says  Burke,  Mass¬ 
achusetts  agencies  can  use  other 
states’  suppliers  if  those  states  use 
the  same  criteria  for  determining 
eligibility — open,  fair  and  com¬ 
petitive  solicitation.  Burke  says 
that  in  Idaho  and  Utah,  similar 
amendments  made  it  possible  to 
make  some  buys,  but  other  leg¬ 
islative  obstacles  to  large-scale  procurement  remain. 
The  legislative  changes  that  she  had  hoped  for  took 
place  too  little,  too  late. 

“One  of  the  things  that  has  yet  to  be  figured  out  is 
how  to  buy  off  other  states’  contracts.”  says  Utah  CIO 
Moon.  “Political,  policy  and  contractual  issues  tran¬ 
scend  our  ability  to  use  technology.  Some  of  that  has 
to  be  done  by  state  purchasing  officers  who  are 
responsible  for  those  contracts.  Some  of  it  will  require 
statutory  changes.” 

Jan  Rogerson,  Utah’s  assistant  director  for  pur¬ 
chasing  and  general  services,  explains  that  state  agen¬ 
cies  in  Utah  can  buy  only  from  suppliers  who  have 
been  approved  by  the  state,  and  only  two — Gateway 
and  Office  Depot — have  chosen  to  join  EMail.  “We 
did  buy  computers  from  Gateway  and  got  a  good 
price,”  says  Rogerson.  “And  we  are  starting  to  place 
orders  with  Office  Depot.” 

Curiously,  says  Rogerson,  the  good  price  on 
Gateway  computers  was  negotiated  by  buyers  in 
Massachusetts  and  then  extended  retroactively  to 
buyers  in  Utah.  So  while  it  was  Utah  that  brought 
Gateway  to  EMail,  Utah  buyers  alone  were  unable 
to  negotiate  a  price  as  low  as  that  won  by 
Massachusetts.  With  the  clout  of  more  buyers  from 
Massachusetts,  Utah  later  benefited.  The  deal  now 


stands  as  EMail’s  most  notable  success. 

In  Texas,  similarly  restrictive  laws  prohibit  state 
agencies  from  buying  more  than  $2,000  worth  of 
goods  from  vendors  that  have  not  met  strict  require¬ 
ments.  And  while  the  state  legislature  recently  passed 
laws  that  promise  to  make  such  purchases  possible, 
no  state  agency  has  used  EMail  to  buy  anything. 

“It’s  been  difficult,”  says  Jamie  Speigel,  programs 
director  in  the  central  procurement  services  division. 

“We  haven’t  even  processed 
one  order,  and  we  have  only 
one  vendor,  Midway  Auto 
Parts.” 

Speigel  says  one  reason  Texas 
joined  EMail  was  that  the  state’s 
purchasing  arm  hoped  that  it 
would  provide  an  incentive  to 
change  the  laws. 

“Also,”  says  Speigel,  “we 
thought  it  would  be  beneficial  to 
other  states  if  we  brought  in  ven¬ 
dors.  The  state  of  Texas  has  the 
11th  largest  economy  in  the 
world,  and  we  figured  it  would  be 
good  if  we  could  get  our  contracts 
out  there  for  others  to  use.  Unfor¬ 
tunately,  our  vendors  have  had 
trouble  getting  up  and  running.” 

Speigel,  like  EMail  coordina¬ 
tors  in  other  states,  won’t  say 
whether  Texas  will  stick  with 
EMail  beyond  the  pilot  phase. 
“This  is  the  first  solution  we’ve 
tried,  and  there  are  a  lot  of  others  out  there,”  he  says. 
“There  are  a  lot  of  choices  now,  and  there  are  going 
to  be  a  lot  more.” 

Catch-22 

endors  in  Texas  weren’t  the  only  suppliers  to 
have  trouble  configuring  their  ordering  systems 
to  suit  the  OBI  standards  at  EMail.  In  Idaho, 
Jan  Cox,  state  coordinator  for  EMail  and  an  admin¬ 
istrator  in  the  Division  of  Purchasing,  says  that  the 
sole  vendor  they  invited  to  EMail,  Micron  Electronics, 
made  a  stab  at  joining  but  gave  up,  persuaded  that 
the  technological  hurdle  wasn’t  worth  the  jump, 
at  least  not  for  the  relatively  meager  sales  potential 
during  the  pilot.  Cox  says  that  some  Idaho  agencies 
have  used  EMail  to  buy  scientific  equipment  from 
VWR  Scientific  Products  and  software  from  ASAP 
Software.  But,  he  says,  the  16  purchases  made  so  far 
provide  too  little  information  to  give  him  a  good 
understanding  of  savings,  both  of  money  and  time. 
“Intuitively,”  says  Cox,  “it  has  to  save  time,  but  we 
really  haven’t  sat  down  with  our  user  agencies  and 
done  an  assessment.” 

Other  vendors  have  reported  little  trouble  config- 


^C"We  make  50  or  60 
changes  a  day  in 
our  catalog. 

The  only  way  to 
do  that  with  any 
scalability  is 
to  connect  in 
real-time." 

-Mark  Robillard, 

former  VP  of  electronic  commerce, 
VWR  Scientific  Products 
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uring  their  systems  to  EMail’s  specifications.  Harry 
Zoberman,  vice  president  of  operations  and  market¬ 
ing  at  ASAP  Software,  described  his  company’s  con¬ 
figuration  efforts  as  “not  particularly  seamless”  but 
well  worth  the  effort.  And  Mark  Robillard,  former 
vice  president  of  electronic  commerce  at  VWR 
Scientific  Products,  reports  that  hooking  his  ordering 
system  into  EMail  was  a  simple  matter. 

“We  were  already  compliant  with  OBI  standards,” 
says  Robillard,  “so  for  us,  it  was  pretty  much  plug 
and  play.”  Robillard  agrees  with  John  Harrison  that 
OBI  offers  the  great  advantage  of  allowing  the  sup¬ 
plier  to  maintain  its  catalog.  “We  may  make  50  or  60 
changes  a  day  in  our  catalog,”  he  says.  “We  also  have 
different  prices  for  different  customers.  The  only  way 
to  do  that  with  any  kind  of  scalability  is  to  connect  in 
real-time.  There  is  a  lot  of  hype  from  software  com¬ 
panies,  but  there  is  really  no  alternative  to  OBI.” 

Harrison  and  one  of  his  teammates,  Technical 
Consultant  John  Russo,  can  tell  you 
that  efforts  to  persuade  vendors  to 
join  EMail  quickly  reveal  a  kind  of 
Catch-22  that  afflicts  all  e-com- 
merce  pilot  projects:  Suppliers  don’t 
want  to  join  unless  the  buyers  are 
there,  and  buyers  don’t  want  to  join 
until  the  suppliers  are  there.  To 
work  well,  projects  like  EMail  need 
to  achieve  a  critical  mass,  and  the 
pilot  test  was  never  intended  to 
provide  that.  Nancy  Burke  says 
there  are  dozens  of  vendors  that 
are  watching  and  waiting  and 
many  states  that  are  doing  the 
same. 

In  Utah,  Jan  Rogerson  also 
believes  that  vendors  would  jump 
in  if  the  rewards  were  apparent. 

“Our  suppliers  are  ready,”  he 
says,  “but  we  don’t  want  to  bring 
anyone  on  until  we  complete  the 
pilot,  because  we  don’t  have 
everything  worked  out.” 

One  of  the  things  that  has  yet  to  be  worked  out 
is  how  exactly  the  state  of  Utah  will  pay  for  its  devel¬ 
opment  of  EMail  as  well  as  for  its  share  of  the  long¬ 
term  maintenance  costs.  “Before  we  proceed,”  says 
Rogerson,  “we  need  to  get  a  funding  mechanism  in 
place.  Utah  is  a  fiscally  conservative  state,  and  right 
now  it  isn’t  in  a  position  to  pony  up  hundreds  of  thou¬ 
sands  of  dollars  for  that.” 

To  date,  the  price  of  participation  is  not  known. 
The  Boston-based  team  is  working  with  numbers,  try- 
ing  to  figure  out  how  much  a  full-fledged  system 
would  cost  and  how  they  would  structure  the  fees  for 
participation.  They  are  thinking  about  charging  states 
a  subscription  fee  or  taking  a  percentage  of  the  value 
of  transactions.  “We  are  looking  at  the  business  and 
technology  and  trying  to  understand  what  we  can  do 


within  the  confines  of  the  public  sector  to  create  a  self- 
sustaining  system,”  says  Harrison.  “We  don’t  want 
to  end  up  saying,  ‘OK,  it’s  December;  everybody  put 
in  another  $20,000.’  You  have  to  have  a  better  model 
than  that.” 

Worth  the  Effort? 

s  Nancy  Burke  and  her  team  evaluate  the  bene¬ 
fits  and  consider  the  costs  of  the  multistate 
EMail,  there  are  many  things  to  ponder.  “Even 
though  we  haven’t  had  a  great  number  of  transac¬ 
tions,  I  think  there  is  enough  here  for  people  to  real¬ 
ize  that  this  is  the  wave  of  the  future,”  says  Burke. 
“The  challenge  here  is  to  help  other  states  see  that. 
The  only  way  you  do  that  is  to  try  to  get  the  right  peo¬ 
ple,  the  visionaries  who  can  see  that,  while  this  may 
cost  us  some  money  in  the  short  term,  in  the  long  term 
we  will  make  back  our  investment 
triplefold.” 

It  is  possible,  of  course,  that  the 
first  Internet-based  multistate  mall 
will  collapse  even  before  it  launch¬ 
es,  a  victim,  ironically,  of  the  mar¬ 
ket  forces  it  was  meant  to  defeat; 
high  cost  and  competition  from 
other  similar  projects.  A  group  of 
13  southern  states,  the  Southern 
Growth  Forum,  is  considering  a 
similar  project,  and  several  com¬ 
mercially  sponsored  e-commerce 
ventures  promise  to  aggregate  buy¬ 
ing  power  to  cut  prices.  Utah  CIO 
Moon  even  suggests  that  a  commer¬ 
cial  vendor  may  come  in  and  take 
over  EMail,  running  it  as  a  for-prof¬ 
it  venture.  Or,  he  says,  individual 
states  may  also  choose  to  build  their 
own  malls,  unconvinced  that  the  sav¬ 
ings  generated  from  EMail  is  worth 
the  effort. 

“One  of  the  issues  we  have  to  de¬ 
cide  when  it  comes  to  electronic  pro¬ 
curement  is  whether  we  should  do  it  in  a  way 
that  is  easiest  for  us  or  in  a  way  that  is  easiest  for  the 
vendors,”  says  Moon.  “A  multistate  mall  might 
be  easier  for  the  vendors,  but  for  us  it  might  be 
easier  to  move  forward  with  our  own  electronic  buy¬ 
ing  portal.” 

That  sentiment  is  not  lost  on  Burke,  who  has 
adopted  the  attitude  that  if  other  states  can’t  see  the 
benefits  of  EMail,  Massachusetts  can  do  it  alone. 
“Going  it  alone  is  a  worst-case  scenario  that  is  not 
really  so  bad,”  says  Burke.  “At  least  Massachusetts 
will  benefit.  I  consider  that  a  given.”  EEl 


Senior  Editor  Artjahnke  can  be  reached  via  e-mail 
at  ajahnke@cio.com. 


^  To  work  well, 
projects  like  EMail 
need  to  achieve 
a  critical  mass, 
but  suppliers 
don  t  want  to  join 
unless  the  buyers 
dre  there,  and  buyers 
don't  want  to  join 
until  the  suppliers 
are  there. 
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INNOVATE 


WE  ARE  ONLY  AT  THE  BEGINNING  OF  THE  INTERNET  REVOLUTION,  AND  ALREADY  THE  LANDSCAPE  is  littered 
with  the  carcasses  of  companies  who  failed  to  deliver  innovative  e-commerce  services  on  a 
timely  basis.  In  the  last  six  months,  three  industry  powerhouses  have  been  bested  on  the  web 
by  startups  with  an  average  age  of  30  months.  Toys  R  Us  online  has  suffered  a  humiliating 
defeat  to  eToys;  Borders  Books  has  seen  itself  shut  out  of  the  online  book  market  by 


Amazon.com;  and  Merrill  Lynch  has  seen  its  trading  volumes  eroded  by  E*Trade. 


Companies  not  committed  to  rapid  innovation  will 
not  only  fail  on  the  Web,  but  are  also  likely  to  jeop¬ 
ardize  their  entire  business.  Victory  in  e-commerce 
belongs  to  those  who  embrace  an  e-commerce  archi¬ 
tecture  that  lends  itself  to  continuous  innovation. 

For  example,  Instinet  Corp.  created  the  world's  first 
electronic  trading  exchange  for  bonds  and  enriched 
their  site  with  real-time  credit  checking  to  allow  anony¬ 
mous  trading.  Instinet  is  also  extending  its  presence 
through  partnerships  with  online  brokerages  such  as 
E*Trade.  Persistence  Software,  Inc.  is  helping  compa- 
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nies  like  Instinet  to  support  thousands  of  information- 
hungry  users  who  want  personalized  services,  instant 
responsiveness  and  absolute  reliability. 

Companies  that  successfully  innovate  on  the 
web  follow  a  three-step  business  process: 

CREATE  new  e-commerce  services  rapidly,  because 
speed  always  wins  on  the  Internet. 

ENRICH  services  continuously,  to  gain  greater  cus¬ 
tomer  retention. 

EXTEND  services  to  partners,  by  aggregating  partner 
capabilities  to  build  critical  mass. 

Creating  new  services  drives  market  position.  By 
being  first  to  market,  Instinet's  equities  trading  system 
now  accounts  for  almost  30%  of  NASDAQ  volume. 
Enriching  services  turns  visitors  into  customers.  For 
example,  ShopNow.com  transformed  catalog  shop¬ 
ping  by  allowing  customers  to  create  personalized 
stores.  Extending  services  builds  critical  mass. 

To  support  the  create-enrich-extend  process  for  e- 
commerce  innovation,  companies  have  adopted  new 
technologies  such  as  web  application  servers.  These 
technologies  address  the  unique  processing  require- 
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merits  for  e-commerce,  which  are  very  different  than 
traditional  enterprise  applications.  The  processing 
model  for  e-commerce  services  is  called  Internet 
Transaction  Processing,  or  iTP. 


WHAT  MAKES  iTP  DIFFERENT? 

There  are  three  key  differences  between  iTP  and  tra¬ 
ditional  enterprise  processing: 

1.  E-commerce  services  tend  to  have  very  high  surf  to 
shop  ratio.  Less  than  1  %  of  all  visitors  to  e-commerce 
sites  actually  make  a  purchase,  according  to  Boston 
Consulting  Group. 

2.  Successful  E-commerce  services  require  mass  per¬ 
sonalization.  Adding  personalization  increases  user 
retention  by  300%,  according  to  ACNielson  Corp. 

3.  E-commerce  services  must  integrate  with  partners. 
Leading  e-commerce  sites  do  1 0  times  more  business 
through  affiliates  than  second  tier  sites,  according  to 
BCG. 
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iTP  services  will  typically  be  very  read  intensive. 


iTP  REQUIREMENTS 

An  iTP  platform  supports  the  create,  enrich,  extend 
business  cycle  for  e-commerce  innovation. 

CREATE  new,  "read-heavy"  services.  The  high  "surf 
to  shop"  ratio  of  most  e-commerce  services  means  that 
iTP  services  will  typically  be  very  read  intensive.  (See 
Figure  1 .) 


Interested  in  learn¬ 
ing  how  to  apply 
Sun's  Enterprise 
JavaBean  standard 
to  build  high  per¬ 
formance  e-com- 
merce  applications? 
Visit  www.ejbpor- 
tal.com,  the  web's 
leading  destination 
for  EJB  education. 


Because  time-to-market 
is  so  critical,  an  iTP  plat¬ 
form  must  be  highly 
responsive  to  changing 
business  requirements. 
Employing  standards,  such 
as  Enterprise  JavaBeans 
(EJB)  and  XML,  increases 
productivity  by  allowing 
investments  in  new  e-com¬ 
merce  services  to  be  lever- 


Time-to°develop 
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12 

months 


Non  iTP 
environment 


aged  in  the  future. 

ENRICH  new  services  through 
personalization.  Personalization  is 
the  key  to  delivering  unique  busi¬ 
ness  value  through  e-commerce 
services.  An  iTP  architecture  pro¬ 
vides  the  scalability  necessary  to 
support  ever-increasing  -  and 
often  unpredictable  loads.  Poor 
site  performance  gives  customers 
the  immediate  and  unalterable 
impression  that  you  really  aren't 
interested  in  doing  business  with 
them. 

Hand-in-hand  with  perform¬ 
ance  is  reliability.  An  iTP  solution 
eliminates  single  points-of-failure, 
such  as  those  that  have  led  to  well- 
publicized  outages  at  otherwise 
successful  sites.  Reliability  requires 
a  highly  resilient  information 
architecture  that  can  continue 
delivering  services  even  when 
problems  occur  with  specific  com¬ 
ponents. 

EXTEND  services  across  organi¬ 
zational  boundaries.  Innovative  e- 
commerce  services  integrate  appli¬ 
cations  and  data  not  only  inside 
the  corporate  firewall  but  also 
across  organizational  boundaries.  An  iTP  platform 
combines  the  functionality  of  a  web  application  server 
with  the  flexibility  of  an  integration  server. 

An  iTP  solution  is  much  more  than  a  modification  of 
existing  client/server  systems.  Conventional  client/ 
server  architectures  can't  scale  to  meet  Web  traffic  lev¬ 
els.  They  create  single  points-of-failure  and  significant 
bottlenecks  in  transaction  processing.  An  optimal  iTP 
solution  delivers  scalable,  personalized  and  highly 
resilient  e-commerce  services  by  leveraging  the  pro¬ 
cessing  power  of  networked  Internet  servers. 


iTP  VS.  NON-iTP 
ARCHITECTURE: 
TIME  AND  MONEY 

Looking  to  deploy  a  high-vol¬ 
ume  transaction  processing 
application  on  the  Web? 
Experience  has  shown  that 
developing  trading  systems 
took  more  than  1 2  months  in 
the  Non-iTP  environment  and 
less  than  6  months  in  the  iTP 
environment. 
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Persistence  Wins  with  Instinet 


Instinet,  a  division  of  Reuters 
Group,  is  using  the 
PowerTier  platform  from 
Persistence  to  deliver  iTP-based 
services  that  are  re-inventing 
bond  trading  on  the  web. 

PowerTier  for  EJB  enabled 
Instinet  to  CREATE  its  trading 
exchange  in  just  nine  months. 

By  being  the  first  to  deliver 
bond  trading  over  the  web, 
Instinet  estimates  it  can  capture 
over  20%  of  the  worldwide 
bond  market  in  one  year. 

Instinet  added  anonymous 
trading  to  ENRICH  its  e-trading 


services.  Anonymous  trading 
gives  active  brokers  more  con¬ 
trol  by  allowing  them  to  trade 
actively  without  having  to  reveal 
their  trading  strategy. 

Instinet  is  now  signing  up 
partners  like  E*Trade  to 
EXTEND  their  web  presence. 

By  teaming  with  the  top  institu¬ 
tional  and  retail  brokers,  Instinet 
hopes  to  create  a  critical  mass 
of  buyers  and  sellers  that  could 
make  E-Bay  look  positively 
small  time. 

The  Instinet  system  comprises 
a  cluster  of  more  than  1 00 


replicated  PowerTier  application 
servers  running  on  Sun  hard¬ 
ware.  PowerTier's  high  avail¬ 
ability  ensures  that  trading  will 
never  be  interrupted  by  the  fail¬ 
ure  of  any  one  server.  By 
caching  bid  and  offer  informa¬ 
tion  in  PowerTier's  transactional 
cache,  Instinet  can  deliver  real¬ 
time  response  for  thousands  of 
online  traders. 

The  result:  Instinet  has 
changed  the  rules  by  delivering 
the  first  e-trading  service  for 
bonds  to  the  tune  of  more  than 
1 ,000  transactions  per  second. 


PERSISTENCE  POWERTIER: 

THE  ENGINE  FOR  E-COMMERCE 

The  PowerTier  application  server  from  Persistence 
Software  is  an  optimized  platform  for  iTP.  PowerTier 
has  been  widely  embraced  by  e-commerce  leaders, 
including  Cisco,  FedEx,  Instinet,  Sabre  and  Shop- 
Now.Com.  PowerTier  accelerates  the  create-enrich- 
extend  process  for  e-commerce  innovation. 

CREATE:  PowerTier's  transactional  caching  pushes 
dynamic  information  forward  in  the  network,  speeding 
delivery  of  read-heavy  e-commerce  services. 
ENRICH:  PowerSync  replication  between  clusters  of 
PowerTier  servers  enables  companies  to  enrich  their  e- 
commerce  services  through  mass  personalization. 
EXTEND:  PowerTier's  unique  marriage  of  an  EJB 
application  server  with  an  XML  integration  server 
allows  companies  to  extend  their  services  to  integrate 
with  partners  over  the  web. 

PowerTier,  which  is  available  for  C++  and  EJB, 
delivers  concrete  business  advantages  via  four  foun¬ 
dational  capabilities: 

RAPID  DEVELOPMENT.  PowerTier's  object-rela¬ 
tional  development  tools  can  eliminate  up  to  95%  of 


database  access  coding,  dramatically  accelerating 
time-to-market. 

SCALABILITY.  PowerTier's  transactional  caching 
leverages  the  enormous  processing  power  of  net¬ 
worked  Internet  servers,  greatly  reducing  hardware 
costs. 

IRONCLAD  RELIABILITY.  PowerTier's  Power 
Sync  cache  synchronization  eliminates  single  points- 
of-failure,  lowering  the  risk  of  debilitating  site  outages. 
BUSINESS  INTEGRATION.  PowerTier's  state- 
of-the-art  XML  messaging  automates  processing 
across  organizational  boundaries,  enabling  seamless 
communication  with  customers  and  partners. 

On  the  Internet,  you  innovate  or  you  die.  Persistence, 
The  Engine  for  E-Commerce,  will  make  sure  you're  a 
leader  of  change,  not  one  of  its  casualties. 

For  more  information  on  Persistence 
Software  visit  www.persistence.com. 

Written  by  Lenny  Liebmann,  a  freelance  technology 
writer  based  in  Highlands ,  NJ. 
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maybe  we  should  call  it 


If  you’re  interested  in  meeting  the  players, 
products  and  companies  driving  the  Internet 
economy,  there’s  only  one  event  —  COMDEX 
—  where  the  virtual  world  becomes  real. 

It’s  where  everyone  in  the  .com  world 
is  going  on  November  15. 

November  15-19,  Las  Vegas,  Nevada 

Visitusonlineatwww.comdex.com 

www.lasvegas24hrs.com 


The  20th  Anniversary 

U  COMDEX 

TECHNOLOGY  FOR  THE  NEWe-CONOMY 


CM  999  ZD  Events  Inc  All  Rights  Reserved  COMDEX  is  a  trademark  of  ZD  Events  Inc  ,  registered  in  the  U  S.  and  other  countries  Other  names  and  logos  may  be  trademarks  or  registered  trademarks  of  their  respective  holders  C099-51Z5 


was  the  first  thing  to  greet  Vince  Barriero  when  he  showed  up  for 
his  first  day  of  work.  It  was  7:30  a.m.  The  only  other  employee  in  at 
the  time  had  brought  along  a  large  white  dog  named  Lilly.  As  more 
workers  ambled  in,  wearing  jeans  and  khakis,  Barriero  had  the 
gnawing  feeling  that  he'd  be  the  only  person  wearing  a  sports  coat, 

button-down  shirt,  dress  slacks  and  dress 
shoes.  Just  after  9  a.m.,  the  office  manager 
led  him  to  his  cubicle  (the  first  cubicle  he'd 
ever  had  in  his  20-year  career),  gave  him 
his  laptop  and  logged  him  on  to  the  net¬ 
work.  More  than  100  unread  e-mails 
awaited  him — and  he  had  barely  begun 
his  second  hour  on  the  job.  "My  first 
thought,"  says  Barriero,  "was,  'I  can't  type 
fast  enough  to  answer  all  these  e-mails.'" 


Reader  ROt 


IN  THIS  STORY,  READERS 
will  learn 

►  What  it  takes  to  be  the  CIO 
of  a  Web  commerce  startup 

►  What  surprises  await 
established-company  CIOs 
when  they  move  to  startups 

►  What  advice  Web  commerce 
startup  CIOs  have  for 

their  peers 
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he  dog  will  sniff  you  now." 
The  disconcerting  message 
on  the  office  welcome  mat 
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Web  startups  need  the  skills  of  seasoned 
CIOs.  Seasoned  CIOs  love  the  thrills 
and  the  promise  of  startups. 
If  anyone  knows  of  a 
reason  these  two  should 
not  marry,  speak  now 
or  forever  hold 
your  peace. 


No  problem. 

Your  users  can  get  their  own  answers  in  seconds  with  Cognos. 


The  Cognos  Enterprise  Business  Intelligence 
solution  gives  you  the  infrastructure  for  delivering 
status  and  business  performance  reports  to  every  user 
across  the  enterprise.  But  then  Cognos  goes  much 
further.  In  seconds,  users  can  find  the 
information  they  need  to  understand  a  trend 
or  exception,  identify  the  cause  of  a 
problem,  or  maximize  an  opportunity. 
Whether 


investigating  patterns  and  trends  in  summarized 
information,  Cognos  delivers  everything  users  need 
to  understand  the  business — plus  everything  you 
need  for  fast  deployment,  central  administration, 
and  rapid  return  on  investment. For  a  free  30- 
day  trial  of  the  industry's  leading  solution  in 
business  performance  reporting,  visit  our 
Web  site  at  www.cognos.com/entolap  or  call 
1-800-426-4667,  ext.  2099. 


Better  Decisions  Every  Day m 

Cognos,  the  Cognos  logo,  and  Better  Decisions  Every  Day  are  trademarks  of  Cognos  Inc. 

—  www.cognos.com/entolap  — 
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CIO,  Tavolo 

St.  Helena,  ( 
www.tavol 


Vice  president 

of  IS,  Kendall-Jackson  Winery; 

CIO  and  senior  vice  president 
of  customer  service,  The 
Sharper  Image;  management 
positions  atWilliams-Sonoma 

Fnrpmost-McKesson 


WELCOME  TO  THE  WORLD 
of  a  CIO  at  a  Web  com¬ 
merce  startup.  It’s  a  work¬ 
place  that  the  gray-beard¬ 
ed  Barriero,  50,  joined  this 
spring,  when  he  swapped  a  plush  office 
with  a  gleaming  wooden  desk  at 
Kendall-Jackson  Winery  for  a  cramped 
cube  at  Tavolo  Inc.,  which  recently 
changed  its  name  from  Digital  Chef  Inc. 
Barriero’s  choice  is  not  unusual.  Many 
seasoned  CIOs  are  eager  to  trade  the 
comforts  of  an  old-economy  company 
for  the  risks — and  possibly  stratospheric 
rewards — of  an  Internet-economy  com¬ 
pany.  Yet  not  every  CIO  has  what  it 
takes  to  make  the  move. 


Got  What 

It  Takes? 


SK  ROBIN  REED  TO  DESCRIBE 
the  ideal  candidate  for  a  CIO 
position  at  a  Web  commerce 
startup,  and  she  offers  this 

_  _ lone-line  answer:  “A  person 

who  can  put  an  engine  in  a  car  when 
it’s  moving  down  the  road  at  200  miles 
per  hour.”  Reed  should  know.  As 
founder  of  The  Reed  Group  LLC,  a 
San  Francisco-based  recruiting  practice 
that  specializes  in  Internet  executives 
for  pre-IPO  compa¬ 
nies,  she  has  placed 
CIOs  and  top  IS 
executives  in  more 
than  20  Internet- 
related  posts,  includ¬ 
ing  that  of  CIO  at 
Amazon.com  Inc. 

Reed’s  clients  are 
often  VC-backed  Web 
commerce  startups 
that  plan  on  getting 
big  fast.  Their  business 
models  call  for  large 
numbers  of  transac¬ 
tions  or  a  multinational 
scope.  So  they  want 
CIOs  who  have  experi¬ 
ence  with  real-time, 

24/7,  high-transaction 
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Employee  Workplace 
Automation 


BE  Remedy 

LLC3  Corporation^ 

The  Most  Adaptable 
Enterprise  Applications' 


Can  Your  IT  Service  Desk 

Handle  What's  Coming? 


Is  your  help  desk  feeling  the  pressure? 
No  problem.  There’s  a  relief  valve. 
Remedy  Help  Desk?' 

Right  out  of  the  box,  the  Remedy 
solution  adapts  to  your  enterprise’s 
changing  size  and  shape.  Any  challenge 
you  throw  at  it  —  e-commerce,  ERP, 
Y2K,  OS  Migrations  —  Remedy  han¬ 
dles  with  ease.  And  Remedy  Rapid 
Results1'1  gets  you  going  in  15  days. 
Guaranteed.  No  wonder  Remedy  is 
the  help  desk  at  over  7,000  customer 
sites  and  the  first  choice  of  over  60% 
of  the  Fortune  100. 


Anticipating  more  pressure?  Remedy 
also  provides  enterprise  solutions  for 
Customer  Relationship  Management 
and  Employee  Workplace  Automation. 

Try  it  yourself. 


Get  Remedy  Help  Desk  Express  free. 
Visit  www.remedy.com/express,  enter 
coupon  code  3ADV199301,  and 
watch  your  capabilities  grow.  For 
more  information  call  925-469-4250. 


©Copyright  1999 
Results  and  The 
jurisdictions.  All  o 


)esk.  Remedy  Rapid 
re  registered  or  pending  in  certain 


Customer  Relationship 
Management 


Information  Technology 
Service  Management 
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Tatiana  usins 

CIO  and  Vice  President 
of  Engineering,  Food.com 

San  Francisco 
www.food.corn 

Early  40s 

Five  years  at  Sun 

Microsystems,  most  recently 
as  senior  director  in  IT  for 
computer  systems'  worldwide 
sales  and  marketing;  previously 
held  positions  at  GTE  Sprint 
and  Badger/TTI 


systems,  the  kind  that  let  a  financial 
services  giant  move  billions  of  dollars 
around  the  globe  or  make  a  Fortune 
500  retailer’s  supply  chain  hum.  They 
also  want  CIOs  who  have  been  instru¬ 
mental  to  their  businesses’  success. 
Barriero’s  resume,  for  example, 
includes  an  eight-year  stint  as  CIO  of 
The  Sharper  Image. 

“He  created  the  infrastructure  that 
made  on-demand  direct  marketing 
happen  seamlessly,  and  he  made  cus¬ 
tomers  believe  that  they  were  being 
taken  care  of  by  The  Sharper  Image,” 
says  Reed,  who  recruited  Barriero  for 
the  Tavolo  post.  “If  he  can  do  that  in  a 
physical  distribution  model,  he  brings 
a  wealth  of  understanding  about  not 
just  technology,  but  about  customer 
relationships  and  customer  relation¬ 
ship  systems.” 

Reed  has  placed  several  CIOs  from 
traditional  company  backgrounds  into 
Web  startup  CIO  jobs;  CIOs  with 
prior  catalog  experience  (such  as 
Barriero),  retail  experience  or  financial 
experience  are  the  most  attractive  can¬ 
didates.  And  Philip  Schneidermeyer,  a 
CIO  practice  leader 
in  the  Stamford, 
Conn.,  office  of 
recruiter  Korn/Ferry 
International,  says 
his  clients  have 
become  more  realis¬ 
tic  about  the 
prospects  of  hiring 
a  high-level  execu¬ 
tive  who  has  sub¬ 
stantial  Web  startup 
experience. 

“[Those  kinds  of 
executives]  are  all 
locked  up  with 
stock  options.. .and 
it’s  too  expensive 
for  companies  to 
try  to  unlock 
them,”  Schneider¬ 
meyer  says. 

Beyond  the  resume,  recruiters  say,  a 
CIO  candidate  has  to  show  that  he  or 
she  has  the  right  temperament  to  move 
at  Internet  time.  Schneidermeyer  wants 
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"are  you  telling  me  we  didn’t  send 
product  information  to  Mr. Thomas 
last  year?" 

"we  didn’t  see  much  potential 
in  his  small  start-up,  sir." 

"what’s  Mr. Thomas  up  to  now?" 

“um,  he  lives  on  his  yacht  -  it’s  more  like  a 
cruise  ship,  he  moved  his  offices  on  board, 

he  doesn’t  like  to  commute." 

"I  see." 


Stop  missing  the  boat.Turn  to  SolviturSM  - 
Market  Management  Solutions  for 
Customer  Relationship  Management. 


The  Solvitur  process  from  Acxiom®  Corporation  provides  enterprise-wide  CRM 
solutions  that  can  help  you  maximize  customer  contact  at  every  touch  point. 

The  Solvitur  modular  approach  to  Customer  Relationship  Management  is  customized  for  your  industry 
and  your  specific  needs.  Solvitur  can  be  accessed  right  from  your  desktop  and  can  integrate  customer 
information  from  business  and  operational  systems.  And  it  can  be  managed  in-house — or  on  deck. 

To  learn  more  about  Solvitur  solutions,  contact  Acxiom:  1.888. 3ACXIOM,  or  e-mail  us: 
info@acxiom.com.  We’ll  help  put  you  on  a  steady  CRM  course. 


P  R  I V  A  C  Y  ASSURED 


ACXIOM 


www.acxiom.com 


Acxiom  is  a  registered  mark  of  Acxiom  RTC,  Inc.  and  Solvitur  is  a  servicemark  of  Acxiom  Corporation 
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to  be  sure  candidates  can  handle  fast- 
paced  development.  The  time  lines  at  a 
Web  commerce  startup  are  so  much 
shorter  than  at  an  established  com¬ 
pany  that  they  don’t  allow  for  as  much 
quality-assurance  testing,  because  any 
delay  in  rolling  out  a  new  system  or 
feature  means  a  missed  revenue  oppor¬ 
tunity.  Reed  tries  to  suss  out  whether  a 
CIO  is  intellectually  agile  and  able  to 
operate  in  an  unstructured  environ¬ 
ment,  to  take  risks  and  to  be  open- 
minded.  He  or  she  should  also  believe 
that  a  company’s  technology  strategy 
belongs  at  the  board  level.  During  an 
interview,  the  questions  a  candidate 
asks  can  be  as  revealing  as  the  answers 
they  give.  “They  [should]  challenge  us 
with  their  own  questions  and  thinking 
about  IT  in  our  new  digital  economy,” 
Reed  says.  “If  they  glaze  over,  they’re 
out  of  it.” 

What  kind  of  CIO  would  not  be  a 


7  percent  every  year,”  he  says.  True, 
big-league  CIO  hires  can  help  bring 
startups  credibility  and  cash.  But 
Shevlin  predicts  that  there  will  be  CIO 
shakeouts  at  startups  that  have  hired 
experienced  technology  bureaucrats 
when  what  they  really  need  are  experi¬ 
enced  technology  strategists. 

Money 

Isn't  Everything 

HY  DO  CIOS  EVEN  WANT 
to  leave  their  comfortable 
corporate  jobs  for  the 
uncertainty  and  long 
hours  of  a  startup?  One 
reason  is  that  they  want  a  chance  to 
become  the  next  Internet  millionaires. 
True,  there’s  no  guarantee  that  a  given 
Web  commerce  startup  will  go  public, 


than  if  it  is  already  up  and  running. 

Yet  the  chance  to  hit  it  big  with 
stock  options  or  an  equity  stake  is  not 
the  only  reason  CIOs  are  drawn  to 
Web  commerce  startups.  Some  want 
to  gain  Web  and  e-commerce  experi¬ 
ence  so  that  their  skills  do  not  become 
obsolete.  “Anyone  in  IT  is  concerned 
that  they  may  become  a  dinosaur,” 
Barriero  says.  And  by  gaining  those 
skills  at  a  startup,  CIOs  put  them¬ 
selves  on  the  line  for  an  e-commerce 
effort,  more  so  than  they  would  at  a 
traditional  company  that  has  an 
extranet  for  taking  orders  from  dis¬ 
tributors  or  a  limited  online  store  on 
its  Web  site.  “Here,  the  Web  site  is  the 
company,”  says  Tatiana  Dins,  who 
left  a  five-year  IS  executive  career  at 
Sun  Microsystems  Inc.  to  become  vice 
president  of  engineering  and  CIO  of 
Food.com  Inc.,  an  online  food  takeout 
and  delivery  service. 


Barriero  felt  that  everything  around  him  was  happening 

with  a  greater  sense  of  urgency 


than  it  had  at  his  previous  job. 


good  fit  at  a  Web  commerce  startup? 
Anyone  who  views  his  or  her  job  as 
an  internally  focused  business  function 
that  supports  the  business’s  other 
internal  functions,  according  to  Ron 
Shevlin,  a  senior  analyst  with  Cam¬ 
bridge,  Mass. -based  Forrester  Re¬ 
search  Inc.  Startup  CIOs  must  have 
experience  focusing  on  customers  and 
external  partners,  and  they  need  to  be 
technology  architects — skills  that  don’t 
necessarily  go  hand  in  hand  with  a 
30-year  career  spent  “crawling  your 
way  to  the  top  of  the  IT  chart  at  a 
Fortune  500  company,”  Shevlin  says. 
“A  Web  startup  needs  someone  who 
understands  what  24/7  infrastructure 
really  looks  like — not  someone  who 
understands  how  to  play  organiza¬ 
tional  politics  to  increase  IT  funding  by 


or  if  it  does,  that  its  stock  will  rocket 
to  amazonian  heights.  But  for  CIOs 
like  Barriero,  whose  kids  are  grown 
and  out  of  the  house,  the  time  is  right 
to  take  a  career  gamble.  “You  can’t 
win  unless  you  buy  a  ticket,”  Barriero 
says,  “even  though  you  know  the  odds 
are  terrible.”  Schneidermeyer  notes 
that  CIOs  should  be  prepared  to  take  a 
pay  cut  if  they  move  to  a  Web  com¬ 
merce  startup  (as  any  CIO  would 
expect  if  he  or  she  were  to  make  a  dra¬ 
matic  change  from  one  industry  to 
another).  Reed  says  most  of  the  Web 
commerce  startup  CIO  jobs  she  fills 
offer  base  salaries  of  about  $200,000 
with  stock  options  to  offset  the  lower 
salaries;  CIOs  can  get  far  more  equity 
(and  a  correspondingly  lower  salary)  if 
a  company  is  at  the  whiteboard  phase 


Other  CIOs  simply  want  the  chal¬ 
lenges  that  go  along  with  a  newly 
formed,  fast-moving  company.  Ron 
Johnson,  for  example,  spent  much  of 
the  past  15  years  working  at  six  differ¬ 
ent  startups  within  Bell  Atlantic  Corp., 
including  its  cellular  and  Internet  ser¬ 
vice  provider  businesses.  Throughout 
his  Bell  career,  he  has  been  able  to 
start  at  ground  zero  and  develop  the 
mission-critical  systems  needed  to 
launch  a  new  business  and  the  IT  infra¬ 
structure  to  keep  it  going.  But  about  a 
year-and-a-half  ago,  when  he  became 
fully  vested  in  his  Bell  stock  options 
and  medical  benefits,  he  decided  he 
wanted  a  bigger  challenge.  “I  had  a 
good  job  and  still  a  good  career  at  Bell 
Atlantic,”  says  Johnson,  who  left  Bell 
Atlantic  to  become  CIO  at  24/7  Media 
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YOUR  MARKETING  GUY  WANTS  SOFTWARE  THAT  WILL  ANALYZE 


YOU  JUST  WANT  SOFTWARE  THAT 
WON'T  MESS  UP  YOUR 


Hit  List  can  help  you  both. 

Hit  List,  Marketwave's  e-business  intelligence 
software,  provides  customer  behavior  inform¬ 
ation  that  Marketing  can  use  to  improve 
sales.  And  Hit  List  offers  you  a  flexible, 
easy-to-manage  solution  for  your  own  web 
traffic  reporting  needs.  Comprehensive  and 
customizable,  it  can  read  data  from  distributed 
environments  via  TCP/IP  packet  sniffing  and 
server  plug-ins,  as  well  as  log  files.  And  Hit 
List’s  point-and-click  DataLinkm  feature  and 
open  architecture  seamlessly  integrate  with 
other  information  systems,  which  means 
everything  works  like  a  well-oiled  machine. 

www.marketwave.com/hitlist2 


HitList 


Actionable  Information 
For  e-business  Decisions 


Phone:  800.521.8176  xl41  Fax:  206.281.5005 


E-COMMERCE  STRATEGIES:  CAREERS 


Senior  Vice  President  and  C'O,  l 
24/7  Media  1 

New  York  City 

www.247media.com 
51 

Fifteen  years  at 

Bell  Atlantic,  most  recently  as  ^ead 
Of  systems  development  for  Be 

Mantle  internet  Solutions  and 

Big  Yellow,  Bell  Atlantrcs  onlrn 
yellow  Pages;  P'6'"0^  netw0[k 

systems  Atlantic's  cellular, 

integration  at  Ben  w 
video,  internet  and  electron! 
publishing  subsidiaries 


Inc.,  a  global  online  advertising  and  direct 
marketing  network.  “But  I  always  wanted 
to  try  it  outside  and  see  how  I  would  do 
without  a  safety  net.” 

Outside 

the  Safety  Net 


HAT  DO  THESE  CIOS  FIND 
once  they  leave  behind  the 
safety  net  for  the  startup 
cubicle?  On  Barriero’s  open¬ 
ing  day,  his  panic  over 
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What’s 

holding  your 

IT  systems 

together? 

Having  trouble  finding  IT  skills  these  days?  Operating 
in  an  unstable  or  costly  IT  environment,  and  managing 
a  staff  that’s  not  properly  trained?  Chances  are,  your 
company’s  IT  systems  are  something  less  than  efficient. 
reSOURCE  PARTNER  simplifies  your  total  IT  outsource 
solution  by  providing  comprehensive  data  center  hosting, 
application  management,  EDI  and  network  services... 
all  with  a  single  point  of  contact.  At  reSOURCE  PARTNER, 
we  deliver  seamless,  end-to-end  outsource  solutions 
that  work.  It’s  that  simple. 

B  reSOURCE 

R  A  R  T  N  EE  R 


888. 73  7. 7271  www. resourcepartner.com 


PeopleSoft  HR  and  Financial 


Information  Technology 


Benefits  and  Pension  Administration 


E-COMMERCE  STRATEGIES:  CAREERS 


receiving  100-plus  e-mail  messages 
quickly  subsided  when  he  realized  that 
the  messages  had  accumulated  over 
two  weeks  in  anticipation  of  his 
arrival.  Still,  he  felt  that  everything 


“In  the  beginning,  they  didn’t 
have  much  money,”  says  Dins.  “They 
weren’t  trying  to  make  it  the  most 
flexible,  because  that  was  not  the 
goal.  The  goal  was  time  to  market.” 


which  outsources  hosting,  fulfillment 
and  credit  card  transaction  process¬ 
ing.  Given  that  SmarterKids.com  adds 
features  to  its  site  every  week,  Secor 
finds  he  has  to  struggle  to  get  his  out- 


Because  SmarterKids.com  adds  features  every  week, 

they  struggle  to  get  outsourcers  to  move 

at  the  speed  that  business  demands. 


around  him  was  happening  with  a 
greater  sense  of  urgency  than  he’d 
experienced  in  past  jobs:  His  cowork¬ 
ers  walked  faster,  responded  to  e-mails 
more  quickly  and  didn’t  waste  time  on 
coffee  breaks  or  long  lunches.  Tavolo’s 
Web  site  was  already  live  before 
Barriero  arrived  as  its  first  CIO  (the 
company  had  already  had  a  CTO,  who 
was  replaced  by  a  vice  president  of 
engineering).  But  Barriero  still  had  a 
big  job  cut  out  for  him,  since  every¬ 
thing  that  happened  after  a  customer 
placed  an  order — order  processing, 
inventory  control,  fulfillment,  ware¬ 
housing — had  yet  to  be  perfected. 
Certainly,  any  CIO  who  takes  on  a 
new  job  expects  to  find  that  the  infra¬ 
structure  needs  improvements.  Still, 
there’s  a  difference  at  a  startup.  “In  an 
existing  business,  there’s  a  founda¬ 
tion,”  Barriero  says.  “Here,  we’re  still 
building  the  foundation.” 

When  Dins  came  to  Food.com  in 
September  1998,  she  was  surprised 
to  find  that  she  had  to  deal  with  legacy 
systems.  Food.com  had  been  running 
for  about  two  years  before  she  joined 
the  company.  Its  Web  site  was  func¬ 
tional,  but  it  had  been  built  at  a  time 
when  Food.com  was  mostly  working 
on  pizza  takeout  orders.  The  company 
had  since  expanded  its  network  of 
affiliated  restaurants,  and  the  site  was 
not  as  scalable  or  flexible  as  it  needed 
to  be  for  it  to  integrate  with  multiple 
partners  and  add  new  features. 


Unfortunately  for  Dins,  most  of  the 
original  developers  had  moved  on, 
and  she  was  left  with  the  task  of 
upgrading  a  site  that  was  short 
on  documentation. 

At  24/7  Media,  Johnson  says, 
his  biggest  challenge  came  from  the 
company’s  rapid  growth.  In  December 
1998,  it  was  serving  a  billion  ads  a 
month;  by  the  following  May,  it  was 
serving  2  billion  ads  a  month.  Johnson 
notes  that  at  a  fast-growing  company 
a  CIO  can  make  many  improvements. 
The  challenge  is  culling  out  the  most 
important  areas  and  giving  them 
immediate  attention.  For  example, 
when  he  started  in  December  1998, 
he  lost  a  few  weeks  getting  on  the 
right  track  to  correct  a  scalability 
problem  in  one  system;  in  an  estab¬ 
lished  company,  a  few  weeks  wouldn’t 
much  matter,  but  in  an  Internet 
company,  every  day  is  precious, 
Johnson  says. 

This  fast-paced  growth  can  also 
mean  that  staffing,  which  is  a  crisis  in 
most  IT  organizations,  is  even  more 
difficult.  “In  an  established  com¬ 
pany,”  says  Barriero,  “you  may  have  a 
little  less  pressure  to  get  staff  and  get 
systems  in.”  CIOs  cope  with  the 
staffing  crunch  by  hiring  people  with 
related  experience  and  retraining 
them  or  by  outsourcing.  But  outsourc¬ 
ing  can  make  a  CIO’s  job  much 
harder,  notes  Rich  Secor,  CIO  and  vice 
president  of  IS  at  SmarterKids.com, 


sourcers  to  move  at  the  speed  his  busi¬ 
ness  demands.  “We  can’t  go  and  touch 
the  machines  [at  the  hosting  com¬ 
pany]  and  administer  them  in  per¬ 
son,”  he  says. 

Advice 

from  the  Newly  Dug 
Trenches 

By  his  eighth  week  on  the 
job,  Barriero  had  traded  in  his 
dress  slacks  for  khakis  to  fit 
in  better  with  his  company’s 
casual,  dog-friendly  atmos¬ 
phere  (he  hasn’t  yet  made  the  move  to 
blue  jeans).  His  advice  to  CIOs  consid¬ 
ering  a  similar  startup  move:  Decide 
whether  you  are  energized  by  the 
thought  of  learning  a  new  industry 
and  a  new  way  of  doing  business.  “If 
they  are  looking  for  a  challenge,” 
Barriero  says,  “it  is  certainly  a  chal¬ 
lenge.”  Johnson  advises  his  peers  to 
make  sure  they  have  support  from 
their  families  before  making  the  move, 
since  without  it,  the  uncertainty,  long 
hours  and  increased  stress  of  working 
at  a  startup  could  take  a  toll.  Dins’ 
advice  is  more  basic  than  that:  “Just 
be  prepared  for  any  surprises.”  BE! 

Senior  Writer  Sari  Kalin  can  be  reached 
at  skalin@cio.com. 
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When  these  two  come  together, 
a  new  world  of  applications  opens  up 


Nortel  Networks'"  introduces  the  Internet  Communications  Architecture (lnca'“)  Portfolio.  Now 

you  can  bring  voice  and  data  networks  together  into  one  fluid  operation.  With  the  Inca  portfolio  of 
products,  you  can  take  full  advantage  of  the  hottest  applications  around,  like  Internet  telephony. 
And  at  the  same  time,  bolster  employee  efficiency  and  customer  relations  while  reducing  network 
costs.  Because  with  Inca,  you  can  leverage  your  existing  network  investment  by  voice-enabling 
your  data  network  or  by  data-enabling  your  voice  network.  Or  create  a  seamless  converged 
Unified  Network  from  scratch.  It’s  your  choice.  So  come  together  with  Nortel  Networks  and 
let  us  propel  your  business  into  the  next  generation.  Visit  www.nortelnetworks.com/JUU 


NORTEL 

NETWORKS 

How  the  world  shares  ideas. 


Nortel  Networks.  Unified  Networks,  the  Nortel  Networks  logo,  Inca,  the  Globemark  and  "How  the  world  shares  ideas.’  are  trademarks  of  Nortel  Networks.  ©  1999  Nortel  Networks. 
All  rights  reserved. 


E-COMMERCE  STRATEGIES:  AN  INTERVIEW  WITH  DAVID  SHENK 


No  Free  Lunch 

Technology  critic  David  Shenk  talks  about  the  price  we  pay  for  progress 

By  Megan  Santosus 


self-described  technology  critic,  David  Shenk  is  nevertheless  an  unabashed  fan  of  com- 
puters.  “I  had  the  very  first  generation  of  Mac  computer,  and  I’ve  probably  had  10 
/  generations  since  then,”  says  the  Brooklyn,  N.Y.-based  author  and  commentator 

who  has  contributed  articles  and  opinion  pieces  to  Technology  Review,  The  New 
Republic,  NPR’s  All  Things  Considered  and  other  outlets.  “I  wouldn’t  charac- 
M  terize  myself  as  on  the  cutting  edge  of  technology,  but  I’m  certainly  an  afi- 

cionado.”  So  why  has  Shenk  built  a  career  sounding  a  warning  to  the  public 
about  the  downside  of  information  technology?  Shenk  is  aware  of  the  toll  technology  can  take: 
social  isolation,  information  overload,  a  peripatetic  attention  span,  to  name  a  few  of  technology’s 
unwitting  side  effects  Shenk  has  dealt  with  firsthand. 
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e-commerce# 

Dutsourci 


It's  a  way  to  make 
the  most  of  a  new  era. 

By  shifting  the  responsibility  for 

business  technology  to  us. 

We  take  care  of  all  the 
hardware  and  software. 
You  access  just  what  you  need. 

Best-of-breed  applications 
that  will  get 

you  into  e-commerce  in  a  heartbeat. 

And  keep  you  there. 

When  you  grow  we'll  grow  with  you. 

Our  global  network  and 
scalable  services 
will  see  to  that. 


It's  a  comprehensive  solution 
with  a  complete 

business  focus. 

Flexible. 

Reliable. 

Ready 

for  you. 


THE  I  NTE  R  N  ET  STA  RTS  HERE® 


1.888.774.1291 

www.psinet.com 

Call  today  for  a  free  information  package 
on  e-commerce  outsourcing. 


1999  PSINet  Inc.  The  Internet  Starts  Here”1  and  the  PSINet  logo  are  trademarks  of  PSINet  Inc. 
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Shenk  originally  expounded  on  his  misgivings  in 
Data  Smog:  Surviving  the  Information  Glut 
(HarperCollins,  1997),  a  cogent  examination  of  how 
too  much  information  can  corrupt  society  and  what 
individuals  can  do  to  stave  off  overload.  His  most 
recent  cautionary  book  is  The  End  of  Patience:  More 
Notes  of  Caution  on  the  Information  Revolution 
(Indiana  University  Press,  1999),  a  collection  of  pre¬ 
viously  published  essays,  commentaries  and  con¬ 
versations.  In  it,  Shenk  acknowledges  the  liberating, 
empowering  and  educational  potential  of  technol¬ 
ogy.  But  he  points  out — correctly — that  technology’s 
upside  has  a  flip  side  as  well.  Among  technology’s 
unintended  consequences:  rampant  consumerism, 
social  fragmentation,  a  less  literate  and  tolerant  pop¬ 
ulace.  And  with  an  all-encompassing  group  of  pro¬ 
fessionals — including  politicians,  business  leaders 
and  educators — extoling  the  virtues  of  the  Internet, 
a  cautionary  voice  from  the  likes  of  Shenk  needs  to 
be  heard. 


CIO:  You  say  the  Internet  is 
revolutionary  but  not  utopian. 
What  do  you  mean  by  that? 

David  Shenk:  I  agree  with  people 
who  say  the  Internet  is  going  to  be  a 
source  of  change;  it  will  fundamentally 
change  how  we  communicate,  buy 
things,  interact  with  our  government, 
even  possibly  how  we  educate  our¬ 
selves.  Yet  we  need  to  distinguish  what 
we  see  in  commercials — that  the 
Internet  will  make  everything  radically 
better — from  reality.  Digital  communi¬ 
cation  may  be  more  thrilling  than  tra¬ 
ditional  communication,  but  it’s  not 
necessarily  better.  We  need  to  make 
sure  we’re  not  confusing  change  with 
automatic  progress.  Particularly  in  the 
United  States,  we  tend  to  be  optimistic 
about  technology  and  change  because 
they’ve  been  our  friends  so  many 
times,  but  I  think  there  are  real  trade¬ 
offs  we’re  making  here.  While  technol¬ 
ogy  can  be  a  net  positive  experience, 
we  need  to  be  extra  careful  to  realize 
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that  there  are  things  we’re  giving  up. 
Technological  progress  isn’t  an  unmiti¬ 
gated  success.  By  realizing  that,  per¬ 
haps  we  can  try  to  mitigate  the  loss  in 
some  way. 

Can  you  give  an  example  of  a 
technology  trade-off? 

Amazon.com  is  a  good  one.  Its  conve¬ 
nience  is  clear.  I  can  go  online  to  order 
a  book,  and  I’m  done  in  about  90  sec¬ 
onds.  To  do  the  same  thing  at  a  book¬ 
store  takes  a  minimum  of  30  minutes. 
If  I  keep  buying  my  books  online  and 
everyone  around  me  does  that,  we’re 
going  to  put  our  local  bookstore  out  of 
business.  I  don’t  think  anyone  wants  to 
see  that  happen  because  a  bookstore  is 
a  very  nice  place  to  be.  It’s  an  impor¬ 
tant  part  of  the  community. 

Speaking  of  community,  one  of 
the  promises  of  the  Internet  is  its 
ability  to  build  communities 
among  people  who  are  isolated 
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geographically.  But  won't  people 
feel  isolated  from  their  physical 
communities? 

That’s  the  paradox  of  the  Internet.  It’s 
pretty  irresistible  to  communicate  with 
people  without  leaving  your  chair. 
There’s  also  something  thrilling  about 
communicating  with  people  electroni¬ 
cally  and  receiving  responses  electroni¬ 
cally.  It’s  almost  a  primal  feeling.  That 
thrill  does  tend  to  absorb  people  so 
much  that  the  danger  is  they  spend  less 
time  talking  and  interacting  physically 
with  people.  At  the  same  time,  there’s 
something  very  special  about  e-mail. 
It’s  similar  to  writing  letters,  only 
there’s  something  more  immediate 
about  it.  I  don’t  want  to  diminish  the 
importance  of  e-mail.  I  spend  a  great 
part  of  my  day  using  it  to  share  my 
thoughts  with  others.  But  I  also  remind 
myself  that  there  are  people  out  there. 
Fortunately,  I  have  a  family  that  will 
physically  yank  me  out  of  my  chair 
and  make  me  spend  time  with  them. 
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NetScout. 


Are  you  blindly  throwing  more  bandwidth  at  network  problems?  Open  your  eyes  and  nail  delays  at  the  plate  with  Application 
Flow  Management  from  NetScout  Systems.  Get  more  power  and  more  control  over  your  networked  applications  through 
real-time  and  historical  performance  data  —  all  in  simple,  relevant  business  terms. 

What 's  more,  our  products  give  you  greater  visibility  into  your  network.  So  you  can  — Because  the  network  is  the  business? 
make  more  informed  capacity  planning,  application  deployment,  and  troubleshooting  decisions.  All  while  dealing  with  the 
curveballs  end  users  toss  at  you  each  day.  For  more  information  and  a  free  copy  of  John  McConnell's  “Application  Flow 
Management "  white  paper,  visit  us  at  www.netscout.com/bb13,  or  call  1-800-309-8923.  And  strike  out  network  delays,  1-2-3. 
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Obviously,  more  people  are 
coming  up  with  all  sorts  of  flexi¬ 
ble  approaches  to  work.  There 
are  many  benefits  to  that;  people 
get  to  work  at  home,  spend 
more  time  with  their  families, 
get  to  travel  and  work.  Yet, 
being  connected  all  the  time  can 
lead  to  a  feeling  of  being  under 
an  incredible  burden  sometimes. 

You  caution  that  informa¬ 
tion  technology's  ability  to 
transfer  control  from  large 
organizations  to  individuals 
is  potentially  a  problem. 

Why? 

We  are  turning  culture  and  politics  and 
everything  about  society  into  a  market- 
oriented  system.  While  that  gives  maxi¬ 
mum  control  and  freedom  of  choice  to 
the  individual  consumer  or  citizen,  we 
are  also  diffusing  power.  The  result  is 
that  there  are  fewer  entities  that  have 
the  power  and  control  to  do  something 
for  the  sake  of  the  public. 

And  the  danger  is  a  more 
fragmented  society? 

It’s  really  more  of  what  I  call  atomiza¬ 
tion.  The  best  example  is  what’s  hap¬ 
pening  in  media.  Everyone  is  familiar 
with  the  tabloidization  of  media. 
What’s  driving  that  trend  is  all  the  indi¬ 
vidual  consumer  decisions  to  watch 
shows  like  A  Current  Affair.  When 


Second,  we  have  so  much  control  as 
individuals  that  we  are  in  essence  vot¬ 
ing  for  a  society  that  is  increasingly 
sensational,  that  caters  to  people’s 
whims,  that  doesn’t  have  a  whole  lot  of 
long-range  vision  about  what’s  going 
to  be  good  for  us  years  from  now. 
Everything  is  based  on  short-term  con¬ 
sumer  decisions.  That’s  even  how  the 
stock  market  reacts,  which  is  not  how 
it  was  built  to  work. 

On  the  Internet,  individual 
choice  is  manifested  in  services 
like  personalized  marketing 
pitches  and  customized  news. 
What  is  the  danger  of  such 
services? 

That’s  another  angle  as  to  what’s 
wrong  with  the  atomization  of  media. 


Yet  as  people  become 
pressed  for  time,  they're 
more  inclined  to  subscribe 
to  customized  news  services 
because  they  can't  get 
through  all  the  news.  Isn't  it 
a  vicious  circle? 

I  can  attest  to  that  because  I  do 
it.  I  don’t  understand  informa¬ 
tion  overload  better  than  anyone 
else,  but  I’ve  got  a  pretty  keen 
understanding  of  it.  As  a  con¬ 
sumer,  I  find  myself  over¬ 
whelmed  with  choices.  We  have 
to  narrow  down  the  information 
that’s  streaming  into  our  lives. 

Many  politicians — Al  Gore  leaps 
to  mind — thinkthat  wiring  our 
schools  will  solve  all  of  our  educa¬ 
tion  woes.  Why  do  you  think 
differently? 

That’s  a  classic  example  of  misunder¬ 
standing  the  power  of  technology.  Our 
educational  system  is  not  what  it 
should  be  and  not  what  we  clearly  can 
afford  to  make  it.  At  the  same  time, 
there’s  all  this  technology  that  seems 
magical  and  revolutionary.  Many  peo¬ 
ple  think  that’s  the  fix:  Marry  the  new 
technology  with  the  educational  prob¬ 
lems,  and  fairly  cheaply  we  can  come 
up  with  an  easy  solution.  There’s  some 
conventional  solutions  to  our  educa¬ 
tional  problem  that  we’ve  known 
about  for  a  long  time.  It’s  just  that  they 


At  the  same  time,  do  you  think 
e-mail,  laptops  and  cell  phones 
compel  people  to  stay  connected 
to  their  jobs? 

That’s  another  unexpected  trade-off  of 
technology.  Because  the  workday 
never  really  ends,  we  live  in  this  global, 
24-hour  work  sphere  to  which  we  can 
be  connected  fairly  easily  through 
portable  devices.  It’s  hard  to  let  that 
go.  Work  isn’t  just  an  eight-hour  box 
that  you  have  to  leave  at  the  office.  If 
you  don’t  have  to  leave  it,  then  it  can 
become  hard  to  know  what  the 
boundaries  between  work  and 
home  should  be. 

Is  there  a  positive  side  to  all 
the  portable  technology? 


those  shows  put  on  anything  that’s 
sensational,  we  can’t  help  but  watch 
them.  We’ve  used  our  individual 
power  to  vote  for  this  kind  of  media. 
It’s  a  trade-off  we  make. 

Yet  aren't  we  just  exercising  our 
freedom  of  choice? 

As  individuals,  we  have  more  power, 
control  and  choices,  but  we’re  giving 
up  two  things.  One,  life  is  more  com¬ 
plex  for  individuals  in  that  we  have  too 
many  choices  that  are  good  for  us. 


David  Shenkon  the 
Unreliability  of  Information 

"In  cyberspace,  everything  is  subject  to 
change  without  warning.  If  you're  hoping  to 
refer  back  to  something  you've  seen  before, 
or  pass  on  a  tip  to  a  colleague,  cross  your 
fingers.  Web  pages  come  and  go  as  sponsors 
please,  proving  that  the  Web  is  not  yet  the 
electronic  library  that  many  have  declared 
it  to  be." 


Not  only  does  it  lead  to  tabloidization 
and  the  coarsening  of  our  culture,  it 
also  fuels  the  direction  of  media 
toward  narrowness.  One  of  the  great 
functions  of  media  historically  is  to 
serve  as  a  general  interest  venue  where 
people  who  have  fundamentally  differ¬ 
ent  backgrounds  and  perspectives  can 
share  a  common  base  of  information. 
Part  of  our  public  conversation  is  the 
things  we’ve  read  and  the  things  we’ve 
seen  filtered  through  the  same  media. 
Now  if  I  spend  all  of  my  time  seeing  a 
newspaper  individually  customized 
just  for  me  with  news  about 
certain  sports  or  a  rock  group  I 
like — I’m  going  to  lose  connec¬ 
tions  I  had  with  other  people. 
No  one’s  going  to  be  reading 
the  same  thing  anymore. 


-From  The  End  of  Patience 
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are  more  expensive  and  a  little  bit 
harder.  For  instance,  we  know  that 
reducing  class  size,  increasing  the  pay 
and  the  status  of  teachers,  and  involv¬ 
ing  parents  more  directly  in  schools  is  a 
prescription  for  fixing  things.  Those  are 
the  secrets  behind  schools  that  already 
do  work.  At  the  same  time,  we  don’t 
know  what  the  effect  of  computers  will 
be  in  schools.  Technology  is  a  lot 
cheaper  than  hiring  more  teachers,  but 
it’s  still  a  fairly  expensive  enterprise  and 
one  that  is  going  to  require  endless 
future  investments.  It  doesn’t  make 
sense  that  we’re  going  to  put  all  this 
money  and  effort  into  an  unknown 
possible  fix  when  we  actually 
know  what  to  do. 

Do  you  think  wiring 
our  schools  could  actually 
make  our  education 
system  worse? 

[Wiring  the  schools]  does  seem 
to  be  an  easy  out  for  politicians 
and  citizens.  We’re  convincing 
ourselves  that  we  don’t  need  to 
do  the  hard  things.  We  just  need 
to  put  these  new  magic  boxes  in 
the  schools.  Then  there  are  all 
the  dangers  I  mention  in  The 
End  of  Patience;  we’ll  get  kids 
addicted  to  superquick  infor¬ 
mation  and  the  thrill  of  com¬ 
municating  electronically  rather 
than  finding  long-term  satisfac¬ 
tion  in  reading  books,  learning 
the  art  of  conversation  and 
becoming  wise  individuals. 

You  say  understanding  technology 
should  be  an  essential  component 
of  global  citizenship.  Why  is  it 
important  to  understand  how 
technology  works? 

Citizens  have  a  responsibility  to  under¬ 
stand  how  their  society  works,  how 
government  works,  who  is  disenfran¬ 
chised  and  what  they  can  do  not  only 
to  help  themselves  but  to  make  the 
world  a  fairer  place.  Technology  is  a 
part  of  infrastructure  in  society — 
increasingly  we’ll  be  transacting  our 
lives  through  these  machines.  As  the 
infrastructure  we  rely  on  gets  more 
sophisticated,  we’re  going  to  lose 
touch  with  it.  In  a  spiritual  sense,  we’re 


going  to  lose  our  groundedness  with 
the  floor  we’re  standing  on.  We  are  not 
going  to  understand  the  machines  we 
use  to  make  phone  calls;  we’re  not 
going  to  understand  how  the  houses 
we  live  in  are  built,  how  they’re  heated 
or  how  we  get  our  electricity.  Already 
we  live  in  a  very  complicated  world — 
one  in  which  we’re  very  distant  from 
the  infrastructure  of  life — but  the  basic 
concepts  are  not  that  difficult.  A  lack 
of  understanding  explains  some  of  the 
alienation  we  feel  in  modern  life. 

You  mention  that  we've  entered 
the  age  of  the  attention  economy, 


where  profits  are  determined  by 
how  much  consumer  attention 
companies  capture.  Why  do  you 
think  this  will  lead  to  a  more  vulgar 
society? 

Individuals  need  to  realize  there’s  a 
war  going  on  between  the  market  and 
consumers.  It’s  a  war  for  our  attention 
and  time.  The  scarce  resource  is  time; 
we  have  so  many  things  we  can  do 
with  it  and  only  so  much  attention  to 
give.  All  these  companies  are  battling 
for  it.  As  individuals,  we  need  to  con¬ 
stantly  be  aware  that  companies  are 
always  trying  to  get  our  attention  and 
make  money  from  it.  When  we  pay 
attention  to  something,  it  seems 
innocuous.  We  get  distracted  and  click 


to  a  site  and  follow  that  titillating  link, 
and  see  what  it  means.  We’re  not  just 
having  fun;  we’re  turning  away  from 
what  really  matters  such  as  getting  a 
job  done,  completing  a  thought  or  hav¬ 
ing  an  important  line  of  conversation. 
Distraction  is  really  the  enemy. 

Is  there  anything  that  can  be  done 
to  counteract  the  distractions? 

I  hope  more  individuals  will  recognize 
distractions  and  take  personal  steps  to 
counteract  them.  Occasionally,  there’s 
going  to  be  some  things  that  the  govern¬ 
ment  can  do.  For  example,  much  more 
needs  to  be  done  to  counteract 
spam.  A  couple  of  basic  things 
could  benefit  the  consumer  and 
wouldn’t  be  onerous  to  the  mar¬ 
ket.  One  of  the  best  ideas:  If 
you’re  sending  a  commercial 
message  unsolicited  to  a  number 
of  people,  you  should  put  the 
word  advertisement  in  the  sub¬ 
ject  heading.  It  would  be  very 
easy  for  a  recipient  to  filter  those 
messages  and  never  see  them. 

You  wonder  in  your  book 
whether  the  Web  will  be  a 
reliable  conduit  for  the 
advancement  of  mankind  or 
just  be  another  channel  for 
infotainment.  How  do  you 
see  this  playing  out? 

The  Internet  is  going  to  be  all 
things  to  all  people.  It’s  not 
going  to  lose  the  serious  scholar¬ 
ship  that’s  going  on  or  all  the  won¬ 
derful  ’zines  that  people  couldn’t 
previously  have  afforded  to  print  in 
conventional  means.  But  at  the  same 
time,  the  Internet  will  look  more  and 
more  like  a  giant  cable  TV  network, 
especially  for  those  people  who  won’t 
take  the  time  to  find  those  serious 
gems.  I  hope  the  segment  of  society 
that  is  intellectual  and  serious  stays  so, 
that  we  don’t  lose  them  to  pop  culture. 
Maybe  there  are  things  we  can  do  to 
draw  people  to  the  more  serious  side  of 
life.  However,  the  more  I  see  of  the  dis¬ 
tractions  of  a  technological  life,  the  less 
sanguine  I  am  about  that.  QQ1 

Senior  Editor  Megan  Santosus  can  be 
reached  at  santosus@cio.com. 
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The  Compaq  ProLiant  8000  and  8500  servers  have 
redefined  industry-standard  technology,  yet  again.  With 
its  revolutionary  new  8 -way  scalable  architecture, 
Compaq  brings  enterprise  customers  a  new  generation 
of  powerful  ProLiant  servers.  They  deliver  breakthrough 
scalability,  higher  levels  of  reliability  and  unbeatable  price  performance  for 
NonStop"  e-Business  Solutions.  They’re  backed  with  business-critical  Compaq 
services,  tailored  to  your  needs.  And,  since  Compaq  co-developed  the  crucial 
ProFusion  8-way  architecture  with  Intel®  no  one  knows  it  better.  For  all  the 
powerful  advantages  of  the  8-way  revolution — breakthrough  performance, 
scalability  and  reliability — there’s  just  one  road  to  take.  Details?  Visit 
www.compaq.com/8-way,  or  call  T 8 00 -AT- COMPAQ. 
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COMPAQ.  Better  answers: 
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MAKING  YOUR  WEB  SITE  BETTER  FOR  BUSINESS 


By  Sari  Kalin 


BY  DESIGN 


Art.com  Paints  a  Clearer 
Picture  for  Shoppers 

www.art.com 


COMPANY 

Art.com  Inc.,  Lake  Forest,  III. 

DESIGNER 

In  house,  with  user  testing 
assistance  from  Human 
Factors  International  Inc. 
of  Fairfield,  Iowa 

REASON  FOR  REDESIGN 

To  expand  product  line  and 
make  the  shopping  process 
more  explicit 

WHAT'S  NEW 

Uniform  navigation,  better 
delineation  between  searching 
and  browsing 


WHEN  ONLINE  ART  SHOP  ART.COM  DECIDED  TO  BROADEN 
its  selection  from  9,000  items  to  100,000  items,  Vice  President 
and  CIO  Don  Fosen  knew  the  company  had  to  make  it  easier 
for  shoppers  to  find  the  perfect  print.  Usability  tests  helped  the 
company  understand  that  online  shoppers  fall  into  two  cate¬ 
gories:  searchers,  who  come  to  a  virtual  store  knowing  exactly  what  they  want, 
and  browsers,  who  want  to  surf  until  they  find  what  suits  them.  The  site’s 
redesign  in  March  1999  aimed  to  develop  clear  navigation  paths  for  each. 

In  response  to  user  research  showing  that  shoppers  often  want  a  second  opin¬ 
ion  on  art  before  they  buy  it,  Art.com  also  added  a  My  Gallery  feature  that  lets 
shoppers  select  and  store  links  to  art  images;  that  way,  they  can  store  images 
they  like  and  share  them  with  friends  or  family  before  purchasing  them.  The 
redesign  stubbed  out  navigation  areas  for  features  that  were  added  later  in  the 
year,  such  as  auctions  and  gifts.  Even  with  these  improvements,  the  site  is  still 
a  work  in  progress.  In  time  for  the  holiday  shopping  season,  Art.com  plans  to 
unveil  another  redesign  this  month  featuring  a  wizard  that  walks  customers 
through  selecting,  framing  and  buying  art. 


art.com 

Where  You  Start  For  Art 


•  Over  108,000  prints,  pesters  end  fnunrs 

•  20-S85K  OFF  'compere  O'  prices 

•  Shop  secure,  satisfaction  guaranteed? 


Picture  your  frame 

before 

you  frame  your  picture  ' 


Art  Galleries 


Gift  Center 


Shopping  Cart  Customer  Service 


Find  Art  by : 
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Subject 


Color, 
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Keyvofd  Search 

GoO 


First  Time 
Visitors 


&  President's  Letter 

Join 

ArtClique 
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ISupergallery 
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What's  New 


GitCsfliMea*** 

3ivt  the  orft  of  ait ' 
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Collections 


Find  and  Frame  Your  Perfect  Art 
lt‘s  ns  easy  as  1,  2,  3! 


Step  1 

Choose  your  art 


the  old  web  site  did  not  dearly  differentiate  between  customers  coming  to  search  for  a 
specific  piece  of  art  and  those  coming  to  browse. 
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SEARCH  AND  BROWSE  Options  let 


customers  choose  the  way  they  want 
to  shop. 


UPPER  NAVIGATION  BAR  Stays 
uniform  throughout  the  site,  keeping 


different  areas  of  the  site  and  the 
shopping  cart  one  click  away. 


Favorites 


Channels 


Fullscreen  j 

Best  of  the  Web 


com  -  Where  You  S 


GALLERY 
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(WOmCARE 


Search  for  Art 
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Total  Found:  361 
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Click  on  the  images  to  view  larger,  to  frame,  or  to  huy 


Search  for  Art 

Enter  Keyword: 


Modify  Search 


sunsets 


Power  Search  Q 
Browse  for  Art 

Select  from  Art 

|  Category  © 


New  Flow.  Hawaii  Volcanoes 
National  Paik 

Drinker,  Susan  G 
36"  *  20"  $28.00 


interior 


Elephants  at  Sunset 

Tournemine.  Charles 
30" x  15"  $24.00 


AitSiait 


Island  Sunset 

Sic,  Jerry 

28"  x  24"  $24  00 


Enter  offer  *  here: 


Send  AitCanis  Free! 


THIS  MONTH  S  REDESIGN 

may  add  "buy  now"  buttons 
near  each  thumbnail  image 
to  avoid  any  consumer 
confusion  over  how  to 
purchase  a  print. 


Join  AitCligue 


Delicate  Arch  Sunset.  Arches 
National  Park 

Durrance.  Dick  It 
36“  x  20“  $28.00 


Be  an  A.ffiliaie 


Make  Moneyl  Open  your 
ovn  online  art  store. 


The  Rapture  (Limited  Editi 
Serigiaph  of  300| 

Griffin.  Gerald 
40“  x  40“  $1.400  00 


Sunset 

Rockwell,  Norman 
18“  x  22“  $12  00 


SEARCH  RESULTS 

are  listed  by  page 
to  make  it  easier  to 
click  back  and  forth 
between  pages. 


Program  for  interior 
destgn/business  buyers. 


Join  AitCiigue 


Be  air  Affiliate 


Meke  Moneyl  Open  your 
ovn  online  art  store. 
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Ceutw 


Red  Sky  at  Night 
Newcomb,  W  Rock 
33"  x  12  5-  $76  OO 


Program  for  intarior 
design/business  buyers. 


Sunset 

Haenraets,  Willem 
27.5"  x  13.75"  $28.00 


Evening  Glow 
Saunders.  Bill 


Explorer 


Canada 


all  orders  over  $  1 01 
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Yom  Account 
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Traffic  Jam 


It's  rush  hour  for  corporate 
networks.  Are  their  systems 
growing  fast  enough  to  keep  up? 


Jim  Wittry,  president  and  CEO  of 
NetBuy  Inc.,  a  large  online  electron¬ 
ics  distribution  and  sourcing  center, 
says  the  load  on  his  Laguna  Hills, 
Calif.-based  company’s  network 
doubles  every  quarter.  That  increase 
encompasses  most  of  the  network 
functions,  including  order  taking, 
inventory,  confirmations,  credit  pro¬ 
cessing,  accounting  and  auditing. 
NetBuy  tames  this  rising  tide  by  dis¬ 
aggregating  network  management 
into  discrete  domains — specifically 
that  of  buyers,  inventory,  suppliers 
and  administrative  applications — 
and  managing  them  separately. 
“Each  of  these  has  its  own  kind 
of  scaling,”  Wittry  says.  “Breaking 
them  apart  isolates  the  changes  from 
each  other,  so  you  can  see  exactly 
what  is  growing  or  not.”  NetBuy’s 
formula  for  handling  peak  demands 
is  to  figure  out  the  traffic 
growth  of  any 


given  appli¬ 
cation  domain,  mul¬ 
tiply  that  by  five  and  then  build  to 
that  capacity. 

That  strategy  is  called  specializa¬ 
tion,  a  classic  response  to  scaling, 
where  you  break  each  type  of  trans¬ 
action  out  of  the  general  flow  and 
channel  it  into  a  particular  hard- 


Like  astronomers,  today’s  network  man- 

agers  live  in  a  universe  that  is  expanding  rapidly  and  as 
far  as  the  eye  can  see.  For  almost  everyone,  the  volume 
of  transactions — defined  simply  as  information  sent, 
received  and  digested  among  machines — is  not  just  run¬ 
ning  at  record  levels  but  rising  at  ever-faster  rates. 
Transaction  loads  go  up  with  user  populations,  the 
complexity  of  the  average  user  interaction,  and  the  number  and  com¬ 
plexity  of  the  applications  being  supported.  When  all  four  of  those 
measures  grow  simultaneously — as  they  can  in  an  expanding 
company  engaged  in  some  form  of  e-commerce — 
aggregate  network  transaction  levels  tend  to 
look  more  like  an  explosion  than  a  nor¬ 
mal  growth  curve. 

For  many  companies,  these 
rates  run  into  the  double  digits. 

It  is  not  unusual  for  traffic  on 
a  busy  corporate  network  to 
double  every  four  to  six 
months,  says  Robert  Gold, 
president  of  Transaction 
Information  Systems  Inc.,  a 
New  York  City-based  com¬ 
pany  that  specializes  in 
building  high-transaction  sys¬ 
tems.  It’s  no  wonder  the  title 
“scale  architect”  is  beginning  to 
appear  on  business  cards. 

Systems  scaling  has  two  responsi¬ 
bilities.  One  is  to  design  systems  and  solu¬ 
tions  with  the  goal  of  handling  traffic  many 
times  higher  than  current  levels,  including  moments  of 
peak  demand,  and  they  must  do  so  faultlessly.  The  other  is  to  turn 
the  added  information  that  comes  with  higher  transaction  rates  into 
useful  management  tools  that  provide  sharper  answers  to  larger  ques¬ 
tions.  Scale  management  is  therefore  both  a  technical  and  a  business 
responsibility.  Both  are  challenging.  Yet  a  recent  report  by  Newport 
Group  Inc.  in  Barnstable,  Mass.,  finds  that  scaling  plans  deliver  only 
70  percent  of  their  intended  capacity  when  actually  turned  on. 
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ware,  software  or  management  environ¬ 
ment  for  which  it  is  designed.  Edward  M. 
Roche,  vice  president  at  The  Concours 
Group,  agrees  that  it  makes  sense  to  isolate 
server  transactions  dealing  with  Internet 
relations  from  the  back-office  systems — 
that  is,  the  inventory  and  accounting  sys¬ 
tems.  “I  like  to  see  an  isolated  path  for  data, 
separate  backup  systems,  dedicated  con¬ 
nections  into  the  production  systems,”  says 
the  Cambridge,  Mass. -based  Roche. 
“Scaling  is  harder  if  everything  is  running 
off  a  single  database.”  Some  functions  can 
be  outsourced  entirely,  such  as  storage. 

However,  specialization  is  not  the  answer 
for  everyone.  Steve  Matheys,  vice  president 
of  application  development  at  trucking  giant 
Schneider  National  Inc.,  thinks  multiple 
environments  make  managing  scale  harder, 
not  easier.  Assuming  four  cases,  “You  are 
committing  yourself  to  four  different  main¬ 
tenance  and  support  models,  possibly  four 
different  purchasing  models,  four  different 
vendor  relationships,”  Matheys  points  out. 
“Synergies  are  harder  to  come  by.  Code 
starts  evolving  in  four  directions.  It  is 
harder  to  write  queries  that  need  data  from 
more  than  one  domain.” 

Some  companies  are  straddling  the  line. 
MyComputer.com  Inc.,  based  in  Provo, 
Utah,  sells  Web  traffic-monitoring  analysis 
services.  The  company  has  a  particularly 
intense  scaling  problem  because  its  traffic  is 
driven  by  its  customers’  customers.  The  load 
on  MyComputer.com’s  network  doubles 
every  two  months,  according  to  Brett  Error, 
vice  president  of  development,  and  in  recent 
weeks  even  that  rate  has  been  increasing. 

Error  handles  this  load  by  feeding  traffic 
into  arrays  of  Linux  boxes  (from  Red  Hat 
Inc.),  though  he  does  disaggregate  functions 
above  the  level  of  the  operating  system.  He 
likes  to  use  open  source  systems  and  servers 
because  he  can  modify  and  copy  the  pro¬ 
grams  without  incurring  additional  costs, 
running  into  license  restrictions  or  waking 
up  to  find  they  have  been  discontinued  by 
the  vendor.  But  he  echoes  Wittry’s  point  that 
assigning  each  function  its  own  separate 
piece  of  the  system  makes  it  easier  to  spot 
bottlenecks  as  they  form. 

A  second  common  scaling  strategy  is  par¬ 
allelization,  especially  in  the  context  of 
client/server  transactions.  Several  manufac¬ 
turers  make  specialty  switches  that  organize 
and  distribute  Web  traffic  over  a  wide  num¬ 
ber  of  servers.  A  benefit  to  parallelized 
servers  is  that  they  can  be  configured  to 
sidestep  another  scaling  problem:  the  risk 


Beyond 

These  tools  can  help 

WEB  CONTENT  MAN- 
agement  is  no  easy 
task.  And  it’s  more 
difficult  on  a  Web  site  that 
offers  multilingual  content  tar¬ 
geted  at  a  multicountry  audi¬ 
ence.  “The  complexity  is  expo¬ 
nentially  increased,”  says 
Bridget  Leach,  industry  analyst 
at  Giga  Information  Group  Inc. 
in  Cambridge,  Mass.  Far-flung 
company  divisions  often  must 
get  added  to  the  content  devel¬ 
opment  loop,  as  must  out¬ 
side  translation  compa¬ 
nies.  The  site  may 
also  need  to 
handle  multiple- 
language  coun¬ 
try  pairings;  for 
example, 

Montreal- 
based  French- 
speakers  need 
to  see  different 
content  and  use 
a  different  cur¬ 
rency  than  Paris- 
based  French- 
speakers. 

Luckily,  software  ven¬ 
dors  have  begun  building  prod¬ 
ucts  to  help.  The  market  is  fairly 
new,  however,  and  vendor 
approaches  vary,  notes  Anna 
Giraldo,  a  senior  analyst  in 
Internet  e-commerce  strategies 
with  International  Data  Corp.  (a 
sister  company  to  CIO  Commu¬ 
nications  Inc.)  in  Framingham, 
Mass.  Here  are  a  few: 

■  Global  Sight  Corp.’s  Global 
Sight  Ambassador  is  built  on  a 
Web-based  workflow  system, 
one  that  companies  can  manage 
and  reconfigure  whenever  they 
start  a  new  localization.  Global 
Sight  Ambassador  offers  lan¬ 
guage  translation  tools  and  can 
integrate  with  other  vendors’ 
content  management  software. 


Borders 

Web  sites  go  global 

Pricing  starts  at  $100,000.  The 
San  Jose,  Calif.,  company  can 
be  reached  at  408  292-8199 
and  www.globalsight.com. 

■  Idiom  Technologies  Inc.’s 
XML-based  WorldServer  works 
with  a  company’s  existing  Web 
server  and  has  four  compo¬ 
nents:  WorldManager,  a  work- 
flow  system;  WorldTranslator,  a 
translator’s  workbench; 
WorldPublisher,  a  globalization 
server  that  tracks  a  user’s  lan¬ 
guage  and  location  and 

delivers  appropriately 
globalized  Web  pages; 
and  WorldTags,  direc¬ 
tives  that  allow 
developers  to  pre¬ 
pare  existing  Web 
sites  for  globaliza¬ 
tion.  Pricing  varies; 
most  implementa¬ 
tions  have  been  in 
the  $100,000-to- 
$300,000  range.  For 
more  information, 
contact  the  Cambridge, 
Mass. -based  company  at 
617  354-1822  or  www. 
idiomtechnologies.com. 

■  WorldPoint  Interactive  Inc.’s 
offering  grew  out  of  its  Web- 
based  translation  service,  which 
taps  a  network  of  6,000  human 
translators.  The  company  now 
sells  WorldPoint  Passport,  the 
same  tool  it  uses  for  managing 
its  own  multilingual  Web  pro¬ 
jects.  The  software  costs 
$35,000  and  includes  a  built-in 
search  engine  for  75  languages. 
Customers  who  sign  up  for 
$35,000  to  $75,000  in  annual 
translation  services  receive 
Passport  free  of  charge. 
WorldPoint  can  be  reached  in 
San  Francisco  at  415  743-0000 
and  at  www.worldpoint.com. 

-Sari  Kalin 
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Now.  The  most  efficient  way 
to  buy  or  sell  a  truckload  of  surplus. 

(Ora  surplus  truck.) 


Thousands  of  companies  are  buying  and  selling  surplus  merchandise  and  equipment  in  a  whole  new  way. 
Our  online  auctions  make  it  easier,  faster  and  more  efficient  to  buy  and  sell  surplus  at  good  prices. 
Just  click  onto  our  easy-to-use  website  and  you're  in  business.  Or  call  Peter  Morin,  VP  Global  Sales,  at  1-888-525-TRADE. 
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that  ever-higher  volumes  of  online  transactions  will  over¬ 
whelm  a  company’s  own  Net  connections.  This  is  performed 
by  dispersing  servers  to  a  number  of  different  Internet  service 
providers  (ISPs)  or  server  locations  and  then  linking  them 
together  with  a  virtual  private  network  (VPN),  a  leased  line. 

Each  server  is  stocked  as  needed  over  the  VPN  and 
houses  the  appropriate  files  at  whatever  ISP  is  hosting  it. 
Currently  that  model  is  being  offered  by  Sandpiper 
Networks  Inc.  and  Akamai  Technologies  Inc.,  although 
some  companies  are  thinking  about  doing  it  themselves. 
EMusic.com  Inc.,  an  online  music  distribution  company,  is 
planning  to  distribute  its  own  servers  stocked  with  music 
files  to  ISPs  around  the  country,  again  with  the  idea  of 
sidestepping  Internet  gridlock,  according  to  Brett  A. 
Thomas,  EMusic. corn’s  vice  president  of  technology. 

Defining  the  proper  environments  for  more  complicated 
transactions,  such  as  calculating  credit  reports  or  balance 
sheets  or  executing  complex  upper-management  queries — 

Traffic  on  a  busy  corporate 
network  doubles  every 
four  to  six  months;  scaling 
plans  deliver  only  70  percent  of 
their  intended  capacity. 

data  mining — is  not  so  amenable  to  simple,  modularized  par¬ 
allelization.  These  environments  are  so  complex  that  they  cre¬ 
ate  a  puzzle  as  to  exactly  which  pieces  of  hardware  or  software 
will  make  them  run  faster  and  by  how  much.  One  of  the  essen¬ 
tial  management  tools  in  solving  this  riddle  is  the  suite  of 
benchmarks  and  archives  developed  by  the  Transaction 
Processing  Performance  Council  (www.tpc.org),  a  San  Jose, 
Calif.,  organization  that  defines  transaction  types,  establishes 
measures  for  the  processing  of  each  type,  and  audits  and  pub¬ 
lishes  the  results  of  different  hardware-software  combinations 
running  under  these  various  benchmarks.  (For  instance,  a 
benchmark  designed  to  assess  support  of  e-commerce  would 
contain  performance  measures  for  both  user  browsing  and 
order  processing  in  a  sensible  ratio.) 

The  first  law  of  networks  says  that  as  loads  scale  up,  bot¬ 
tlenecks  appear.  Since  these  loads  are  usually  moving  into 
uncharted  territory,  the  bottlenecks  often  present  subtle  or 
novel  diagnostic  problems.  Managing  scalability  therefore 
means  finding  and  installing  network  monitoring  devices 
that  can  be  set  to  watch  a  wide  range  of  network  behaviors. 
Error  from  MyComputer.com  swears  by  the  Multi  Router 
Traffic  Grapher,  another  open  source  program.  Again, 
the  open  source  means  that  the  program  is  relatively  simple 
to  customize.  (The  program  can  be  found  at  ee-staff.etbz. 
ch/~oetiker/webtools/mrtg/mrtg.btml.)  NetBuy  uses 
MediaHouse  Software  Inc.’s  Statistics  Server  4.2  (which  costs 
less  than  $300).  “Often  when  we  show  people  our  system, 
that’s  the  software  they  want  to  know  where  to  get,”  says 
Jerry  Hawk,  director  of  IT  at  NetBuy.  RSW  Software  Inc.’s 
well-reviewed  e-Test  Suite  also  combines  a  range  of  network 


CC  E-Marketing,  One  by  One 

*■"  NTELLIGENT  E-MAIL  MARKETING  MAY  SOUND  LIKE  AN 
I  oxymoron,  but  Digital  Impact  Inc.  says  that's  what  its 
JL  Merchant  Mail  Network  provides.  Merchant  Mail 
Network,  which  combines  software  and  services,  lets  busi¬ 
nesses  conduct  highly  customized  direct  marketing  by 
e-mail.  Using  the  system,  retailers  can  send  customers 
graphics-rich  files,  such  as 
color  catalogs,  along  with  per- 
CO  sonalized  offers  based  on  their 
profiles  and  past  purchases. 

Merchant  Mail  Network  also 
automatically  tailors  mes¬ 
sages  to  the  recipients'  for¬ 
mat,  whether  it's  text,  HTML, 

DHTML  or  Java.  Because  of 
widespread  distaste  for  unso¬ 
licited  bulk  e-mail,  Digital 
Impact  works  only  with  com¬ 
panies  whose  customers 
specifically  request  such 
offers.  Current  pricing  ranges  from  5  cents  to  15  cents  per 
e-mail  message  sent,  depending  on  content  and  format.  A 
one-time  setup  fee  averages  $1 0,000.  The  San  Mateo,  Calif.- 
based  vendor's  customers  include  Gap  Inc.,  The  Sharper 
Image  and  Tower  Records.  For  more  information,  visit 
www.digital-impact.com  or  call  650  286-7300. 

A  La  Carte  Commerce 

IN  AN  ATTEMPT  TO  BUILD  A  BETTER  MOUSETRAP,  THE 
Silicon  Alley  startup  Cha  Technologies  Services  Inc.  has 
brought  the  World  Wide  Web  its  ICIickCharge 
Internet  micropayment  service.  The  service  is  the  latest  in  a 
line  of  attempts  to  make  small-potatoes  purchases  viable 
online,  a  potential  niche  market  that  companies  like  Cha 
are  itching  to  carve  out.  With  1  ClickCharge,  Web  site  own¬ 
ers  will  be  able  to  establish  a  la  carte  access  to  premium 
service-only  site  areas.  Credit  card  information  is  stored 


with  ICIickCharge,  so  new  information  doesn't  have  to  be 
entered  every  time  a  juicy  product  morsel  tempts  a  user. 
Plus,  the  merchant  needn't  worry  about  installation 
headaches;  1  ClickCharge  is  completely  outsourced.  Being 
billed  as  "convenience  e-commerce,"  the  projected  bread 
and  butter  of  Cha's  business  will  be  transactions  less  than 
$20.  With  the  consumer  rapidly  warming  to  the  idea  of 
online  shopping,  anything  is  possible.  The  catch  is  that  the 
individual  traditionally  turns  to  the  Web  to  sample  the 
smorgasbord  of  free  information,  and  Cha,  like  many  before 
it,  might  find  that  no  one  is  willing  to  take  its  bait.  For  more 
information,  visit  Cha  at  www. lclickcharge.com. 
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Inside  every  business, 
there’s  a  huge  e-Business 
opportunity  ticking  away. 

The  power  to  move 
faster.  The  power  to  reach 
farther.  The  power  to  claim 
a  prime  spot  in  the  new 
e-conomy.  But  wait  too  long, 
and  your  options  expire. 

So  make  the  smart  move. 
Choose  the  team  with 
creative  e-Business  vision  - 
and  the  experience  and 
resources  to  build  it,  power  it 
up  and  speed  you  to  bottom 
line  growth. 

CSC  is  the  one.  52,000 
professionals.  700  locations. 
And  a  winning  record  in  the 
Fortune  1 000. 

Talk  to  the  e-Business 
team  at  CSC.  We’re  at  the 
intersection  of  business 
and  technology.  You  can 
reach  us  at  1-800-272-0018 
or  www.csc.com/ciol . 


Computer  Sciences  Corporation 
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monitoring,  application  and  load 
testing  tools  in  a  highly  automatable 
package. 

Another  important  management 
tool  for  dealing  with  load  scaling  is 
the  simulator,  a  program  that  finds 
a  set  of  equations  that  predict  the 
traffic  patterns  among  elements  in 
the  system  and  then  solves  those 
equations  for  various  proposed 
changes  in  the  operating  assump¬ 
tions,  such  as  more  customers,  new 
applications,  different  hardware  and 
so  on.  As  the  model  runs  under  these 
new  conditions,  the  simulator 
watches  to  see  where  bottlenecks 
form  and  reports  the  problem.  The 
manager  then  feeds  in  a  proposed 
solution  and  waits  to  see  if  the  prob¬ 
lem  goes  away.  Michael  Maggio, 
former  senior  vice  president  at  Segue 
Software  Inc.,  whose  SilkPerformer 
3.0  is  an  example  of  such  a  tool, 
believes  that  simulators  will  eventu¬ 
ally  allow  networks  to  find  and  fix 


is  enCommerce  Inc.’s  getAccess. 

One  of  the  most  difficult  chal¬ 
lenges  in  managing  scale  is  preserv¬ 
ing  the  same  “grain”  of  manage¬ 
ment  attention  per  transaction.  For 
instance,  as  the  number  of  customers 
increases,  it  becomes  harder  for  mar¬ 
keting  to  be  sensitive  to  each  indi¬ 
vidual’s  preferences.  Some  programs 
are  beginning  to  appear  that  amplify 
management  intelligence.  One  is 
Verbind  Inc.’s  LifeTime,  an  auto¬ 
mated  marketing  manager  that 
tracks  customer  activity  during  a  site 
visit  and  measures  it  against  a  pro¬ 
file  abstracted  from  all  of  that  cus¬ 
tomer’s  interactions  with  the  com¬ 
pany.  (Verbind  calls  these  profiles 
“customer  objects.”) 

If  that  interaction  develops  in  cer¬ 
tain  defined  ways,  a  marketing  ini¬ 
tiative  tuned  to  that  customer  can  be 
launched  while  he  or  she  is  still 
online.  LifeTime  is  currently  in  a 
pilot  program  at  Fidelity  Invest¬ 


It  makes  sense  to  isolate 
server  transactions  dealing  with 
Internet  relations  from  the 
back-office  systems. 


their  bottlenecks  autonomously. 
This  will,  of  course,  cause  transac¬ 
tion  volumes  to  grow  even  faster. 

As  the  Segue  product  suggests, 
transaction  scaling  necessarily 
involves  redesigning  management 
functions.  Past  a  certain  point  in  traf¬ 
fic  volume,  centralized  (and  manual) 
access  management  models  stop 
being  practical.  Netegrity  Inc.’s 
SiteMinder  takes  the  next  step:  It 
allows  managers  to  define  roles, 
attach  policies  to  each  role  and  dele¬ 
gate  the  task  of  listing  exactly  who 
sends  what  to  field  managers  or 
extranet  partners.  It  also  solves  a  scal¬ 
ing  problem  that  occupies  end  users 
(as  opposed  to  systems  managers), 
which  is  that  as  applications  multiply, 
so  do  the  number  of  log-on  events, 
each  with  their  own  passwords. 
SiteMinder  bundles  access  to  many 
applications  from  a  single  log-on. 
Another  product  in  the  same  domain 


ments.  Sean  Belka,  senior  vice  pres¬ 
ident  for  customer  marketing  at 
Fidelity,  plans  to  use  the  program  to 
generate  prospect  lists  for  customers 
whose  activity  profiles  suggest  they 
might  be  interested  in  particular 
Fidelity  products. 

Over  the  next  several  years  most 
corporations,  regardless  of  sector  or 
size,  are  going  to  find  their  network 
demand  curves  standing  right  up  off 
the  floor.  These  increases  will  not 
keep  climbing  exponentially  for¬ 
ever — nothing  does.  Eventually  they 
will  flatten.  But  that  day  is  far  off.  At 
the  moment,  companies  are  sitting 
on  a  raft  spinning  ’round  a  bend, 
hearing  the  noise  of  rushing  water 
growing  louder  and  louder.  It’s 
white-knuckle  time.  BE! 


Fred  Hapgood  is  a  Boston-based 
technology  writer.  He  can  be 
reached  at  hapgood@pobox.com. 


Virtual  Storefronts 

No  doubt  about  it.  when  cus¬ 
tomers  go  shopping,  they  want 
convenience.  Enter  Preview 
Systems  Inc.'s  PortableStore,  the  quick 
and  safe  way  to  make  online  purchases 
from  a  CD,  DVD  or  OEM  hard  drive.  That 
means  no  more  standing  in  long  lines  or 
waiting  two  to  four  weeks  for  the  pack¬ 
age  to  be  delivered.  A  business  first  cre¬ 
ates  a  storefront  on  the  PortableStore 
CD,  and  then  customers  insert  the  CD 
and  shop.  The  transactions  are  com¬ 


pleted  by  connecting  to  the  business's 
online  store  or  one  of  the  affiliate  stores 
through  the  Internet.  Software  titles  can 
be  installed  directly  from  the  CD  while 
receiving  a  license  through  the  online 
store.  For  security  measures,  no  product 
can  be  installed  or  used  until  a  license  is 
downloaded  from  the  business's  Web 
site.  For  more  information,  call  the 
Cupertino,  Calif.-based  company  at 
408  873-3450  or  visit  www.preview 
systems.com. 


Get  a  Life 

Finding  and  hiring  qualified 
employees  may  be  the  most 
troublesome  HR  challenge. 
KnowledgePoint  Software,  a  Petaluma, 
Calif.-based  HR  management 
software  company,  hopes  its  new 
intranet  product  will  take  much  of  the 
headaches  out  of  HR  processes. 
KnowledgePoint  Performance  Impact 
is  the  first  component  in  a  suite  of 
products  designed  to  manage  every 
facet  of  an  employee's  life  cycle.  The 
Performance  product  includes  tools  for 
developing  employee  potential  and 
tracking  performance  to  reduce  litiga¬ 
tion  risks.  Once  the  software  is  installed 
on  a  corporate  intranet,  managers  can 
use  it  to  log  incidents,  set  and  track  per¬ 
formance  goals,  and  write  employee 
reviews.  Pricing  is  based  on  site  licenses. 
For  more  information,  call  Knowledge- 
Point  at  707  762-0333  or  visit 
www.knowledgepoint.com. 
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Are  you  ready  for  the  internet  economy?  Keane's  e-strategy  service  helps 
you  to  jump  start  your  e-strategy  with  an  innovative  and  actionable  plan  that 
determines  what  your  organization  should  do  about  the  internet,  and  how  to 
do  it.  And,  we  provide  this  service  at  warp  speed  —  from  start  to  finish  in  less 
than  six  weeks.  Based  on  a  readiness  assessment  and  a  competitive  analysis, 
we'll  help  you  develop  an  e-vision  and  a  revised  business  model,  capitalizing  on 
your  existing  infrastructure.  You'll  receive  an  overview  recommending  a  flexible 
IT  architecture  which  leverages  new  technologies.  And,  we'll  provide  you  with 
a  rapid  implementation  plan  for  parallel  projects  prioritized  by  ROI. 

Give  us  just  four-to-six  weeks,  and  we'll  give  you  an  innovative  yet  actionable 
e-business  direction.  Call  Keane  at  1-888-KEANE-44.  We'll  help  you  compete  in 
today's  e-marketplace.  _ 

©solutions. 

www.keane.com 


KEANE 


we  get  (IT)  done 


INDEX 

Page  numbers  refer  to  the  first  page  of  the 
article(s)  in  which  the  company  is  men¬ 
tioned.  This  index  is  provided  as  a  service 
to  readers.  The  publisher  does  not  assume 
any  liability  for  errors  or  omissions. 
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▼  MTERNATKMAL* 


BACK  TALK 


THINKING  AGAINST  THE  GRAIN 


Kathy  Biro  is  cofounder 
and  CEO  of  Strategic 
Interactive  Group,  the 
Boston-based  Web 
subsidiary  of  customer 
relationship  marketer 
Bronner  Slosberg 
Humphrey.  Biro,  who 
has  more  than  20  years 
of  experience  in  market¬ 
ing  and  new  business 
development,  counts 
L.L.  Bean  and  Dell 
Computer  among  her 
current  clients. 

CIO  Web  Business: 

Are  clients  typically 
spending  too  much 
on  their  Web  efforts? 

Generally,  whatever 
they’re  spending, 
they’re  not  spending  it 
as  wisely  as  they 
should.  We  frequently 
find  that  very  large 
clients  don’t  know 
what  they’re  spending. 

And  there  are  still  big 
companies  that  start  to 
build  a  Web  site  and  dis¬ 
cover  that  they  already 
have  one  up,  that  people  in 
IT  built  it  and  that  it’s  got 
pictures  of  their  kids  on  it. 
There’s  also  tremendous 
duplication  of  effort  across 
these  companies — they’ll 
be  pursuing  20  different 
e-commerce  solutions.  They 
are  repeating  the  business 
silo  problems  they  have  in 
their  physical  world  in  their 
virtual  world. 

What's  the  most  common 
misconception  about  a 
Web  strategy? 

Companies  have  discovered 
the  hard  way  that  the  idea 
of  the  Web  sitting  on  the 
side  of  the  core  business  and 


Kathy  Biro:  Helping 
Goliath  Smite  David 


being  a  venue  for  random 
experimentation  is  over. 

You  need  to  have  a  business 
and  an  economic  model  in 
mind  before  you  get  started. 
Most  companies  do  not 
approach  the  Web  that  way. 
They  don’t  really  track 
results.  Or  when  they  do, 
they  find  out  that  rather 
than  adding  revenue, 
they’ve  actually  merely 
added  cost  to  get  the  same 
business  they  would  have 
otherwise  received. 

So  what's  getting  in  the 
way  of  developing  one? 

It’s  the  baggage  and  the 
commitment  to  the  status 
quo  and  the  business  silo 
mentality,  especially  if 
you’re  talking  big  Fortune 


500  companies.  Their  vested 
interest  is  in  doing  business 
the  way  they’ve  always  done 
business,  so  they  think  small 
thoughts.  The  small  compa¬ 
nies — the  upstarts  with  no 
vested  interest  in  where 
they’ve  already  made  their 
critical  investments — are 
thinking  the  biggest  possible 
thoughts.  We  need  to  be 
thinking  about  how  does 
Goliath  win  against  David, 
considering  how  fleet  of  foot 
David  is. 

How  can  large  companies 
capitalize  on  their  advan¬ 
tages  of  size  and  multiple 
channels  of  distribution? 

They  need  to  figure  out 
what  role  the  Web  plays  in  a 
hybrid  distribution  model. 


Big  companies  that  win 
will  not  be  thinking, 

“How  do  I  ‘out-Amazon’ 
Amazon.com?” 
They’ll  be  thinking, 
“How  do  I  leverage 
what  Amazon.com 
doesn’t  have?”  such 
as  brick-and-mortar 
capability. 

What's  the  next 
frontier  for  com¬ 
panies  with  suc¬ 
cessful  Web  sites? 

Real  relationship 
management.  The 
Web  is  like  a  bubble 
gum  machine.  When 
you  put  your  money 
in,  the  machine 
doesn’t  know  or  care 
whether  it’s  your  first 
visit  or  your  50th 
visit,  your  fifth  piece 
of  gum  or  your  first. 
Big,  big  companies 
doing  a  lot  of  e-com¬ 
merce  transactions  on 
the  Web  still  don’t 
household  their  data,  fre¬ 
quently  don’t  collect  e-mail 
addresses  because  there’s  no 
room  on  the  master  file,  do 
not  make  a  distinction 
based  on  the  lifetime  value 
of  the  customer  or  the 
potential  value  of  the  cus¬ 
tomer.  So  here  we  have  the 
biggest  one-to-one  market¬ 
ing  vehicle  that’s  ever  been 
created  and  we’re  still  treat¬ 
ing  it  like  a  mass-marketing 
vehicle.  Companies  are  basi¬ 
cally  fighting  one  transac¬ 
tion  at  a  time  to  get  business 
from  customers. 

-Sari  Kalin 


Visit  webbusiness.cio.com/ 
backtalk  for  more  of  this 
discussion. 


http://webbusiness.cio.com 
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The  rules  have  changed.  What  used  to  take  weeks,  months,  or  • 
longer  now  takes  hours.  .  .  or  less.  .  .  with  Networked 
Personalization™  from  TriVida  Corporation,  the  world’s  first 
Personalization  Service  Provider™.  • 

Networked  Personalization  uses  customers’  actual  online 
behavior  to  determine  what  they’re  looking  for  and  link  them  • 
to  it  directly  -  in  Internet  time.  Even  when  you  know  nothing  ® 
else  about  your  website  visitors,  you  can  recommend  prod¬ 
ucts,  information,  and  services  that  meet  their  needs.  .  .  and  # 
create  the  desire  to  buy.  Click  by  click.  • 

It’s  website  personalization  without  in-house  hardware  or  # 
software  integration.  Without  costly  up-front  investments.  • 
Without  the  wait.  Find  out  how  fast  you  can  add  personaliza¬ 
tion  to  your  sites  by  visiting  www.trivida.com/ciours  or  call-  # 
ing  1.888.TRIVIDA  ext.  930.  What  are  you  waiting  for? 

• 


TRIVIDA 

The  Profit  of  Personalization  “ 


AFFORDABLE 
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